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_ “The Gravity of the Present Hour” 


LACK OF MORAL PRINCIPLES LEADS TO UNREST 


By POPE PIUS XIl 
Delivered to the College of Cardinals and broadcast to the world, Vatican City, December 24, 1946 


AS there ever in the history of the human race, in 

the history of the Church, a Christmas feast and 

the dawn of a new year in which men felt more 
keenly and showed more clearly than today the yearning to 
see the contrast disappear between the message of peace from 
Bethlehem and the internal and external unrest of a world 
which so often abandons the straight path of truth and 
justice? 

Humanity has barely come from the horrors of a cruel 
war, the results of which fill her still with anguish, and she 
now gazes with amazement on the yawning abyss between 
the hopes of yesterday and the realizations of today, an 
abyss which the most persistent efforts can bridge over only 
with difficulty, because man, who is capable of destruction, is 
not always himself capable of reconstruction. 

Behold, for almost two years now the roar of cannon is 
silenced. Military results in the field of battle have brought 
about an indisputable victory for one of the belligerent par- 
ties and a defeat without precedent for the other. Seldom 
in the history of the world has the sword traced such a clear 
line of division between the conquerors and the conquered. 

The joyous and exuberant intoxication of the victory has 
vanished. The inevitable difficulties have manifested them- 
selves in all their crudity. Indeed, over all human designs 
and plans, are written the words of the Lord: “by their 
fruits you shall know them.” (Matthew vii, 20). 


Victory’s Fruits Bitrer 


One thing is beyond all doubting—the fruits and the re- 
percussions of victory have been, up to the present, not only 
of indescribable bitterness for the defeated, but for the vic- 
tors, too, they have proved to be a source of untold anxiety 
and danger. 

These dissensions in the past have gradually increased in 
their consequences to such a degree that no true lover of 
humanity—and much less the Church of Christ, ever solici- 


tous to fulfill her mission—could close her eyes before such 
a spectacle. 

The Church, which has received from the Divine Saviour 
a mandate for all nations to lead them to their eternal sal- 
vation, does not intend to intervene and to take sides in con- 
troversies on subjects of mere earthly interest. She is a 
mother. You do not ask a mother to favor or to take the part 
of one rather than another of her children. 

All ought equally to find and to feel in her that farseeing 
and generous love, that intimate and unfailing tenderness 
which gives her faithful children the strength to walk with 
firmer step in the royal path of truth and light, and in- 
spires those led astray and the erring with the desire of 
returning to her maternal guidance. 

Never before, perhaps, has the Church of Christ, her min- 
isters and faithful of every rank and class had such need 
of this enlightened love—a love ready for sacrifice knowing 
no earthly limit or human prejudice—as they have in the 
critical situation of today. The sad vicissitudes of the past 
seem as nothing in comparison. 

It is, then, only the spirit of charity, the sacred duty of 
our apostolic office, that prompts us to speak today, the eve 
of the Holy Nativity. This alone induces us to address 
the entire world, and to use the waves of the air to carry 
to the extremity of the earth the expression of our anxieties 
and fears, of our prayers and most ardent hopes, confident 
that many noble and understanding hearts, even outside the 
Catholic communion, will hear our appeal and will lend us 
their efficacious collaboration. 

We do not mean to criticize but to stimulate; not to 
accuse but to help. “Thoughts of peace, and not of affliction” 
(Jeremiah xxix, 11) move our heart, and we would wish to 
quicken such thoughts in the depths of the souls of those 
who hear us. 

We well know that our words and our intentions run the 
risk of being misinterpreted or even of being distorted for 
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the scope of political propaganda. But the possibility of 
such erroneous or malicious comments could not seal our lips. 

We would think ourselves unworthy of our office, of the 
cross that the Lord has placed on our weak shoulders; we 
would believe that we were betraying the souls that look to 
us for the light of truth and sure guidance, if, in order to 
avoid evil interpretations, we hesitated to do our full part 
at this critical hour to re-awaken dormant consciences and 
to recall them to the duties of the holy warfare of Christ. 

No claim of veto, no matter where it comes from, could 
hold against the precept of Christ, “Go and teach.” With 
unswerving obedience to the Divine Founder of the Church, 
we devote ourselves and will continue to devote ourselves 
to the utmost limit of our strength, in the fulfillment of 
our office to defend truth, to protect the right, to propound 
the eternal principles of humanity and of love. 

In the exercise of this, our duty, it may well be that we 
shall meet with oppositions and misunderstandings. But we 
find strength in the lot meted out to the Redeemer Himself 
and to those who followed in His footsteps. The humble 
but intrepid words of the Apostle Paul come to mind: “To 
me it is a very small thing to be judged (by men). * * * 
He that judgeth me is the Lord.” (I Corinthians iii, 4.) 

Peace Nor 1n SIGHT 

It was indeed to be feared, considering the ruinous and 
confused conditions in which the cruel conflict left the world, 
that the path from the end of the war to the conclusion of 
the peace would be long and painful. But at present we are 
witnessing its continuation without being able to foresee— 
despite some notable progress at last made—how or when 
it will be terminated; and this indefinite prolonging of an 
abnormal state of instability and uncertainty is the clear 
symptom of an evil which constitutes the sad characteristic 
of our age. 

Men were witnesses of prodigious activity in all the fields 
of military power, formidable in its precision and extent of 
preparation and organization, lightning-like in the speed and 
improvisation with which it was continuously adapting itself 
to circumstances and needs; now they see the elaboration 
and the drawing up of peace taking place with great slow- 
ness and amid divergencies not yet overcome in determining 
aims and methods. 

When for the first time the Atlantic Charter was an- 
nounced, the whole world listened; at last one could breath 
freely. But what remains of that message and its provisions? 

Even in some of those States which, either through free 
choice or under the aegis of other greater powers, love to 
appear to the world of today as the standard bearers of new 
and true progress, the “Four Liberties,” recently hailed with 
enthusiasm by many, now seem only a shadow or a counter- 
feit of what was in the mind and intentions of the most loyal 
of their promulgators. 

We most willingly recognize the untiring efforts of out- 
standing statesmen, who for a year or so in a series of almost 
uninterrupted and toilsome conferences, have labored to 
bring about what honest men the world over ardently long 
for and desire. 

But alas, differences of opinion, mutual distrust and sus- 
picion, the doubtful value, in fact and in justice, of not a 
few decisions already taken or still to be taken, have made 
uncertain and fragile the strength and vitality of compro- 
mises and solutions based on force or political prestige, which 
leave deep down in many hearts delusion and discontent. 


K Unrest 1n Wipe SECTIONS 


Instead of advancing toward a real peace, people in vast 
territories of the globe and in large sections, especially of 





Europe, are in a state of constant unrest from which there 
could arise sooner or later the flames of new conflicts. 

When one sees and ponders all this, one is profoundly im- 
pressed with the gravity of the present hour and feels the 
need of calling on the rulers of the nations, in whose hands 
lies the destiny of the world and from whose deliberations 
depend the success and progress or the failure of the peace, 
and asking them to consider three points: 

(1) The first condition, in order to fulfill the expectations 
of the nations, to lessen and gradually to remove the in- 
ternal disturbances from which they suffer, to remove the 
dangerous international tensions, is that all your energies 
and all your good-will be directed to putting an end to 
the present intolerable state of incertitude and to hasten, as 
soon as possible, the coming of a definite peace among all 
states, and that notwithstanding difficulties which no calm 
consideration can fail to recognize. 

During the long years of the war and post-war period, 
human nature, a prey to innumerable and indescribable suf- 
ferings, has given proof of incredible powers of resistance. 
But this power is limited. For millions of human beings 
that limit has already been reached; the spring is already 
stretched too far; the slightest thing would cause it to snap, 
and its breaking could have irreparable consequences. Hu- 
manity wants to be able to hope again. 

A speedy and complete conclusion of peace is of real and 
lively interest to all those who know that only a prompt 
return to normal economic, juridical and spiritual relations 
among nations can save the world from incalculable shocks 
and disorders which would only help the dark forces of evil. 

Therefore, let the year that is now coming to an end be 
the last year of vain and fruitless expectancy; let the new 
year see the peace a reality. 


APPEAL TO NATION’s RULERS 


(2) The year of fulfillment. This thought leads to the 
second appeal, that every right-minded person makes to the 
rulers of the nations. 

You rightly long to see—and how could it be otherwise ?— 
your names written in letters of gold on the scroll of the 
benefactors of the human race. The mere thought, that 
one day—even without fault on your part—they may be 
opprobriously listed among the authors of its ruin, fills you 
with horror. Apply then all the forces of your mind and 
will to give to your work of peace the seal of the true justice, 
of farseeing wisdom, of a sincere service to the common in- 
terests of the entire human family. 

The utter depth of misery into which the horrible war 
has thrown humanity calls for help and imperiously demands 
to be healed by means of a peace that is morally noble and 
irreproachable; such a peace that may teach future genera- 
tions to outlaw every trace of brutal force and to restore to 
the idea of right the priority of place from which it was 
wickedly dislodged. 

We justly appreciate the arduous but noble work of those 
statesmen who, disregarding the insidious voices of revenge 
and hate, have been toiling and are still toiling without 
respite for the fulfillment of such a high ideal. But notwith- 
standing their generous efforts, who could ever say that the 
discussions and debates of the year that is ending have 
resulted in a clear plan, drawn up logically in its main out- 
lines, and calculated to re-awaken in all nations confidence 
in a future of tranquillity and justice. 


CooPERATION OF Att UrcED 


No doubt such a disastrous war, unleashed by an unjust 
aggression and continued beyond lawful limits when it was 
clear that it was irreparably lost, could not be terminated 
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simply in a peace which did not include guarantees that sim- 
ilar acts of violence would not be repeated. Nevertheless, 
all the measures of repression and prevention should keep 
their character of means and hence remain subordinate to the 
lofty and ultimate purposes of a true peace which, while pro- 
viding the necessary guarantees, contemplates the gradual 
cooperation of conquerors and conquered in the work of re- 
construction to the advantage of the entire family of nations 
and as well of each of its members. 

Any balanced observer will be willing to recognize that 
these indisputable principles have made real progress dur- 
ing the past year in not a few minds, and that, too, as a result 
of the painful repercussions felt by the vital interests of the 
victorious states themselves. One finds some satisfaction also 
in noting that competent and authoritative voices in ever- 
increasing numbers are raised against an unlimited prolonga- 
tion of the present conditions on the life and economic recov- 
ery of the defeated. 

Immediate contact with the indescribable misery of the post- 
war period in some zones has awakened in many hearts the 
consciousness of a common responsibility to lessen effectively 
and eventually to overcome such a great evil. This sentiment 
is as honorable for one as-it is encouraging for the other. 

Recently a new factor has arisen to stimulate the desire 
for peace and the determination to promote it more effec- 
tively: the might of new instruments of destruction which 
modern technique has developed and continues to develop 
to such an extent that they appear to the terrified eyes of 
humanity infernal creations. This factor has brought the 
problem of disarmament into the center of international dis- 
cussions under completely new aspects and provides an in- 
centive that was never felt before. Thence springs hope of 
achieving what past generations have longed for in vain. 

Notwithstanding these well-founded motives of hope, in 
which no one can rejoice more than the church, it seems that, 
in the present state of affairs, one must expect with great 
probability that the future peace treaties will only be an 
“opus imperfectum.” Many of those who write them will 
recognize in them the result of compromises between the 
policies and claims of differing political powers rather than 
the expression of their own personal ideas based on the true 
and just concepts of right and equity, of human feeling and 
prudence. 


Tuirp APPEAL TO RULERS 


(3) This leads naturally to the third appeal addressed to 
the rulers of the nation: 

If you wish to give more than a superficial stability and 
duration to your labors for the new order and a peace that 
will not fail, if you wish to prevent its being violated sooner 
or later due to its own hardships, to the practical difficulties 
of putting it into effect, to its inherent defects and short- 
comings, to the omissions and insufficiencies perhaps inevi- 
table today, to its real or imagined effects in the future which 
cannot be calculated at the moment, then take care to leave 
open the way for amendments according to a clearly deter- 
mined procedure, as soon as the majority of peoples, the 
voice of reason and of equity show that these amendments 
are opportune and desirable or even called for. 

In design, a machine can appear to be of indisputable per- 
fection for its rigorous mathematical precision, but may 
show itself seriously defective in a real trial when it is 
faced with a number of unforeseen technical difficulties. In 
a moral, social and political order, how much more easily 
can a project appear excellent on paper, the fruit of labori- 
ous discussion, but then fail in the test of time and experi- 
ence, where psychological factors play an important role! 
Certainly everything cannot be foreseen. But it is wise to 








leave the door open for future revisions and eventual ad- 
justments. 

In doing this, you will show yourself faithful to the words 
spoken in memorable circumstances by authoritative inter- 
preters of public opinion; you will be sure of not causing 
any prejudice to your best interests; and you will give to the 
entire human family a luminous example by showing that 
there is no safer way toward the desired peace than that 
which comes from the re-education of mankind in the spirit 
of fraternal solidarity. 


MESSAGE FROM BETHLEHEM 


When one knows one is advancing along a safe path; how 
beautiful a thing it is to walk in the light! The light: look 
at it, all of you who are united by the same faith in the 
Saviour of the world! To illumine the path, it comes down 
from the star that shines over Bethlehem. 

If one wishes to return to the great principles of justice 
that lead to peace, one must go to Bethlehem. One must 
recall the example and the doctrine of Him who from the 
cradle to the Cross knew no higher mission than that of 
fulfilling the will of the Heavenly Father, from rescuing 
the world from the darkness of error and mire of sin where 
it lay pitiably. It must be brought to acknowledge its sub- 
jection to the majesty of the Divine Law as its norm of 
right thinking and its measure of wholesome and conscien- 
tious conduct. 

The great return to the axioms of the message of Bethle- 
hem was never more necessary for the world than today. 
Indeed, rarely has the contrast between the precepts of that 
Divine Message and the reality as we see it been made, alas, 
so clear to men. 

Frightened by this contrast, would you wish, beloved sons 
and daughters, to lose courage? Would you wish to increase 
the number of those who, alarmed at the instability of the 
times, begin themselves to waver in such a way that more 
or less knowingly they play the part of the adversaries of 
Christ? 

No Christian has the right to show himself tired of the 
fight against the anti-religious surge of today. It matters 
little under what forms, with what methods, weapons, words 
enticing or menacing, and in what disguises the enemy hides 
himself. No one can be excused for remaining in His pres- 
ence with folded arms, bowed head and trembling knees. 

The same tactics are always used against the Church: 
“Strike the shepherd, and the sheep shall be scattered” 
(Zacharias xiii; 7). Ever the same tactics, powerless to find 
something new, always inglorious as it is vain. It repeats 
itself in the most diverse places and even tries its strength 
against the very see of Peter. The Church, even though her 
heart bleeds, does not fear for herself—she has the divine 
promise—but she fears the loss of so many souls. Her An- 
nals are there to recall how many times the most impetuous 
assaults have been dashed to pieces against the strong and 
calm rock on which she is built. 


Stresses CONFIDENCE 


Sure of her immortality, today as yesterday and tomorrow 
as today, all the efforts to conquer and tear her asunder must 
yield and come to nought before the vital force of the 
Vinculum Caritatis, which unites pastor and flock. 

If in the arduous but resolute performance of our office 
anything gives us peace and encouragement, it is, after our 
confidence in Him who chooses the weak things to con- 
found the arrogance of the strong, the solid conviction of 
being able to count on the prayer, fidelity and watchfulness 
of an “Acies Ordinata” (An Army Set in Array) whose fit- 
ness and experience have overcome the greatest trials. 
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Recently we had the pleasure of raising to the honors of 
the altars a hervic band of martyrs, who, in sealing with 
their blood the profession of their faith, have embellished the 
dawn of our century. Since those days other bands of priests 
and faithful, soldiers of Christ yet unknown, have rendered 
and still render the same testimony. We do not doubt that a 
day will see them brought from obscurity to glory, when 
history will finally lift the heavy curtain that covers and 
darkens our time. 

May the example of their courage and their fidelity in 
spurning death inflame the hearts of our beloved sons and 
daughters and fill them with the same sentiments of strength 
and confidence which insure for the standard of Christ 
its peaceful victory for the greater good of all humanity! 


Many Are Stitt HuNGrRY 


We cannot end this our Christmas message without re- 
calling the suffering and the needs arising from the serious 
food situation and health conditions of the nations tried by 
the war. 

Already on the fifth of April of this year we uttered a 
cry of help to the rulers and to the peoples of those coun- 
tries who could come to the help of the starving popula- 
tions with their reserves. And in truth much has been done. 
Moved by the tragic plight, especially of the weak, the aged 
and the children, the civilized world did not remain in- 
sensible or slothful, and praise is due to the humane and 
Christian spirit of those men and nations who organized 
multiple relief works. Following on the sanguinary paths of 
the armies they brought to the victims of the war all kinds 
of help. They have saved the honor of mankind which was 
so shamefully outraged by violence and hate. 

Would to Heaven that these funds of energy and pro- 
vision—charitably lavished in relieving the most needy and 
bringing them from utter ruin—would that they had been 
sufficient for the task! Alas, it is not so. Therefore, we 
feel compelled to renew our appeal of last spring. There 
looms over vast territories of Europe and the Far East the 
specter of the most appalling famine and starvation. 

Bread—in the literal sense of the word—is needed by en- 
tire populations, who because of its lack are becoming weak, 
worn out, enervated, the prey of diseases and pains, and 
dangerously aroused by the dull goad of hopeless rancor 
and deep-seated social rebellion. 


Such is the tremendous danger that darkens the dawn of 
the new year, a danger so much more serious because, from 
some symptoms which reveal uncertainty and weariness, the 
magnanimous work of human solidarity seems on the verge 
of deteriorating even before a remedy can be applied to 
the ills which it was designed to relieve. 

It is but human that they npon whom fortune is smiling 
should be inclined to keep aloof and forget the wretchedness 
of others. Closing their eyes and their hearts to the mis- 
fortune of a neighbor who is unknown and far away, they 
think they can justify in their own consciences the isola- 
tionism and disinterestedness in the necessities of others. 
Their personal needs consume funds that the practice of 
charity would have laid aside, and their means of relief 
fail to provide that assistance for which charity to the neigh- 
bor would have destined them. 

Therefore, we say once more to all who can lend a help- 
ing hand: Let not your zeal grow cold; let your help be 
ever more available and generous! Away with all greedy sel- 
fishness, all mean doubts, all bitterness, all indifference, all 
rancor. 

Let your eye see only the misery and above all the suffer- 
ing of millions of children and young people who are perish- 
ing with hunger. In this way you, at one and the same time, 
give and receive the ineffable Christmas gift: ‘Peace on 
earth to men of good will!” 

Nothing is so well suited to create the indispensable 
spirituzl requirements of peace as help liberally given by 
state to state, by a people to a people, without regard to 
nationait boundaries, so that nations, laying aside feelings 
of rivalry and of vengeance, restraining their craving for 
power and banishing the thought of privileged isolation, 
may learn from their own fortunes to understand, to tcler- 
ate, and to help one another, and thus, upon the ruins of a 
civilization forgetful of the teachings of the Gospel, the 
Christian Commonwealth may rise again, in which the law 
of love is supreme. 

With this prayer on our lips we extend to all who are 
listening to us this Christmas Eve a fervent wish that “the 
peace of God, which surpasseth all understanding” (Phil. iv, 
7), may be theirs, and from the depth of our heart we im- 
part to all our beloved sons and daughters throughout the 
world as a pledge of the choicest graces of the word of 
God-made man, our Paternal Apostolic Blessing. 


Peace on Earth 


HOPE FOR SECURE PEACE IN 1947 


By HARRY S. TRUMAN, President of the United States 
Broadcast to the Nation from Washington, D. C., December 24, 1946 


ELLOW Citizens Everywhere: Again our thoughts 
and aspirations and the hopes of future years turn to a 
little town in the hills of Judea where on a winter’s 
night 2,000 years ago the prophecy of Isaiah was fulfilled. 

Shepherds keeping the watch by night over their flock 
heard the glad tidings of great joy from the angels of the 
Lord singing, “Glory to God in the highest and on earth 
peace, good will toward men.” 

The message of Bethlehem best sums up our hopes tonight. 
lf we as a nation, and the other nations of the world, will 
accept it, the star of faith will guide us into the place of 
peace as it did the shepherds on that day of Christ’s birth 
long ago. 


I am sorry to say all is not harmony in the world today. 
We have found that it is easier for men to die together on 
the field of battle than it is for them to live together at home 
in peace. But those who died have died in vain if in some 
measure, at least, we shall not preserve for the peace that 
spiritual unity in which we won the war. 

The problems facing the United Nations—the world’s 
hope for peace—would overwhelm faint hearts. But as we 
continue to labor for an enduring peace through that great 
organization, we must remember that the world was not 
created in a day. We shall find strength and courage at 
this Christmas time because so brave a beginning has been 
made. 
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So with faith and courage we shall work to hasten the 
day when the sword is replaced by the plowshare and nations 
do not “learn war any more.” 

Selfishness and greed, individual or national, cause most of 
our troubles. He whose birth we celebrate tonight was the 
world’s greatest teacher. He said: 

“Therefore all things whatsoever you would that men 
should do to you, do ye even so to them; for this is the law 
and the prophets.” 

Through all the centuries since He spoke history has vin- 
dicated His teaching. 

In this great country of ours has been demonstrated the 
fundamental unity of Christianity and democracy. Under 
our heritage of freedom for everyone on equal terms we also 
share the responsibilities of government. Our support of 
individual freedom—free speech, free schools, free press and 
a free conscience—transcends all our differences. Although 
we may not hope for a new heaven and a new earth in our 
day and generation we may strive with undaunted faith and 
courage to achieve in the present some measure of that unity 





with which the nations and the sons of our allies went forth 
to win the war. 

We have this glorious land not because of a particular 
religious faith, not because our ancestors sailed from a par- 
ticular foreign port. We have our unique national heritage 
because of. a common aspiration to be free and because of 
our purpose to achieve for ourselves and our children the 
good things of life which the Christ declared He came to 
give to all mankind. 

We have made a good start toward peace in the world. 
Ahead of us lies the larger task of making the peace secure. 

The progress we have made gives hope that in the coming 
year we shall reach our goal. May 1947 entitle us to the 
benediction of the Master: “Blessed are the peacemakers, 


for they shall be called the children of God.” 


Because of what we have achieved for peace, because of 
all the promise our future holds, I say to all my country- 
men: Merry Christmas! 


Merry Christmas, and may God bless you all! 


Past Year, Not an Easy One 


APPLY CHRISTMAS SPIRIT TO DAILY LIFE 


By KING GEORGE VI of Great Britain 
Broadcast to the British Empire, London, England, December 25, 1946 


HIS Christmas Day, surrounded by our family circle 

in our own home, the Queen and I are thinking of the 

world-wide family circle of the British Commonwealth 
and Empire. To each member of that family, young and 
old, composed of so many races, dwelling in so many climes, 
we send our heartfelt and affectionate greetings. 

Wherever you are, whatever your circumstances, our 
prayer is that this Christmastide will bring you peace and 
blessing. Christmas comes to cheer our hearts and revive 
our faith and courage as the old year dies and a new year 
is born. 

The year that is passing has not been an easy one. States- 
men and politicians have been burdened with resettlement of 
a world that has been shattered and ruined by global war. 
In office, shop and warehouse and on the farm, men of all 
classes have been troubled and harassed by shortages and 
economic dislocation that always follow in its wake, and all 
of us, instead of getting some well earned relaxation after 
years of intensive work, have had to put our shoulders to 
the wheels of industry and agriculture with redoubled vigor. 

Men and women returned from war-time service to con- 
ditions that are only slightly improving from war-time aus- 
terity, while the housewife, perhaps the most gallant figure 
of all, still bears many extra burdens which she bore so 
bravely throughout the war. 

With all of these trials to be faced, 1 am indeed proud 
that you are able to maintain that energy and cheerfulness 
which this difficult time demands of us all. 

We cannot expect a world so grievously wounded to re- 
cover quickly but its convalescence can certainly be hastened 
by our continued endurance and good will. We showed the 
way when bombs were falling by our discipline, our endur- 
ance, our patience. We can show the way again. In His 
own good time, God will lead our feet into the ways of peace. 

Though the days may be difficult, let us not forget how 
much we have to be thankful for. We have survived the 
greatest upheaval in human history. Our hard-won liberties 
and our democratic institutions are unimpaired. Our Com- 





monwealth and Empire, though subject to the changes that 
time must bring, has not been disrupted by the stress and 
peril of war. We are celebrating Christmas as free men 
and in peace. 

Christmas is a season in which we count our mercies. 
Though there are so many little things lacking that can 
add color and variety to life, the big things for so many of 
us have come back again, the big things we longed for in the 
blitz, in the desert, in the lonely places of sea or jungle. We 
are back, most of us, with those we love. The guns have 
ceased to kill and the bombs have ceased to fall and better 
days lie ahead. 

We must not concentrate too much on the difficulties of 
the present—they will pass on—nor on memories of the 
unhappy experiences which all of us have had. Let us rather 
think of the possibilities that the future may hold for us. 

Our task today is to mobilize the Christmas spirit and to 
apply its power and healing to our daily life. Devastation 
and suffering everywhere, and especially in stricken Europe, 
must move the hearts of all of us, but the reconstruction so 
urgently needed everywhere is quite as much spiritual as ma- 
terial. It is necessary not merely to feed hungry people and 
to rebuild ruined cities, but also to restore the very soul of 
civilization. 

We cannot all think alike amid dilemmas of a changing 
world. Nor is it right that we should. Opinion striking 
against opinion ignites the spark that can rekindle the lamp 
of truth. But if our feet are on the road of common charity 
that leads to ultimate truth, our differences never will de- 
stroy our underlying unity and our disputes will not leave 
us either embittered or unkind. 

If the coming year has its uncertainties, it also has its 
promises. By God’s help and our own endeavors let us make 
these brighter messages come true. 

And now, my dear people, I wish you well. May the new 
year be full of blessing for each one of you. Welcome it 


when it comes with hope and courage and “greet the unseen 
with cheer.” 


| 
| 
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Foreign Policy and Peace 


“A GENERATION TO GET THINGS RIGHT” 





By ERNEST BEVIN, British Foreign Secretary 
Delivered over the radio from London, England, December 22, 1946 


IRST of all, allow me to extend to you my warmest 

greetings for Christmas and best wishes for the New 

Year. I had hoped to be back from New York in time 
to have given a full report to Parliament in connection 
with this task of peacemaking, but unfortunately the confer- 
ences were not finished. But I realized the anxieties felt by 
every one since the close of the war as to the future destiny 
of our own country and the Commonwealth and Empire 
and the general peace situation. The many conferences and 
failure to reach finality must, I know, have caused you many 
anxious moments. 

Therefore, I think it essential to try to make clear as 
briefly as I can some of the problems which have had to be 
faced. You must realize that when war is declared, all the 
machinery of international relations, which is the result of 
years of effort, is broken. It is very much like seeing a fine 
machine working with perfect rhythm, when at one blow the 
essential parts are destroyed, and the whole process which 
keeps the world in even motion goes and another force takes 
hold. The whole world gets in the grip of the war machine. 

The difference between the two situations is that while in 
the former instance foreign relations are constructive, the 
second situation demands, in order to achieve victory, that 
the whole mind of the people is turned to destruction. And 
the more successful you are in achieving victory, the more 
destruction is caused, and the more difficult it becomes to 
create again a smooth working machine. 


PREVENT A RECURRENCE 


At the end of every struggle of this character, people’s 
minds turn to some method to try to prevent a recurrence, 
and on each occasion plans are prepared, as was done at the 
end of the 1914-18 war, when President Wilson, in addi- 
tion to the treaties, proceeded to propound, with others, the 
idea of the League of Nations. Hopes were raised and un- 
fortunately in that case only led to disappointment. 

This war has been more world-wide than the 1914-18 war. 
Then the countries of the Far East were allies, and the 
trouble was limited to the war against Germany and to the 
Middle East, from which the dissolution of the Turkish Em- 
pire followed. In this war the whole world was involved 
and the Allies had to face a far more powerful concentration 
of foes—Germany, Italy, Japan and their satellites—and to 
liberate a far greater area from the enemy’s domination. 

This world-wide war carried in its train the most devas- 
tating destruction ever known and with it an intensification of 
scientific development for the purposes of war—war greater 
than in any previous period—proceeding from high explosive 
to the rocket and atomic energy, and with perfection, al- 
though not used, of bacteriological warfare and other devilish 
devices which over-shadowed peace planning and caused sus- 
picion and made confidence so difficult to establish. 

In its train all this brought with it the terror of the con- 
centration camp, the introduction of slave labor running into 
many millions. Indeed, it would be true to say that over 
vast areas there was scarcely a village or a home that was 
not affected to a greater or lesser degree. 

In the end victory was achieved, but with a mountain of 





debris, human and material, and costly disaster which it is . 


almost beyond the human mind to appreciate or understand. 
It was in these conditions that the peacemakers had to begin 
their work, and I ought to explain that despite the immen- 
sity of the struggle, peace making was being studied while 
the guns thundered over the earth. 


First EsseENTIAL A PLAN 


To make peace, the first essential in creating a new ma- 
chine to regulate international relations and get them work- 
ing smoothly again is to have a plan, just as an engineer, 
when contemplating a new machine, begins in the drawing 
office. 

You have to think out every detail, and while we were 
doing that in our commonwealth, so governments elsewhere 
were thinking it out too. It was like great research groups 
operating in different countries. Then they must be brought 
together, examine each other’s ideas and see whether a better 
operating instrument can be devised for the future to re- 
place the one which broke down at the outbreak of war. 
That is what is being done. That is what the conferences 
during the war and at Potsdam were trying to-do. But 
everybody likes his own design. The great difficulty is when 
you come to put them together and try to make one work- 
able machine. 

The first thing that emerged happily was a realization of 
the defects of what I will call the Wilson design, or the 
League of Nations, and the substitution in its place of what 
is now known as the United Nations. Though no one must 
imagine this is perfect. 

There was an impelling force for the creation of this 
institution and, while nothing that comes off the drawing 
board is perfect, as time goes on improvements are effected ; 
modifications will be introduced, and that is what states- 
men are doing. At the conference in New York we found 
this process operating pretty effectively. 

One thing which has caused a deal of controversy was 
what is called the veto. It has been found a difficulty in its 
early trials. To solve this difficulty I called a conference 
of the five permanent members to see if a code of conduct 
could be established by the five powers that had the right to 
use the veto. While we could not then agree I am sure such 
a code of conduct will be adopted in practice. 


Mopiry THE VETO 


We are not abolishing the veto, but we are trying to mod- 
ify its use: to let it serve the purpose for which it was 
originally intended. 

Bound up with international action, and the debris of 
war to which I have already referred, an enormous amount 
of improvisation has had to be done—for the liberated 
countries, through UNRRA, international relief organiza- 
tions, and so on. All have to grapple with immediate prob- 
lems of world disorder. Out of the United Nations have 
also been born other instruments of a permanent character 
like the Economic and Social Council, health and education 
organizations and now, during the latest meeting of the 
Assembly, the first steps have been taken to deal with dis- 
armament. 

So far as our country is concerned, we have had to decide 
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what our policy was to be. Having been in two wars, we 
have decided to construct the whole of our future relation- 
ships with the world on the basis of the United Nations. 
It is of prime importance to us for our future security and 
development that this instrument should be effective and 
should give us and the rest of the world the security for 
which for generations humanity has been yearning. 

I have made it clear that, while we would not yield to 
pressure for propaganda purposes, we would supply all the 
information required by the Charter to make this instru- 
ment effective. 

We have got to create what I call policy conditions or 
political conditions of such a character that will achieve 
three purposes. One is to make unnecessary the use of na- 
tional armaments at all, and, secondly, if international policy 
wins, then all scientific development will be used for peace- 
ful purposes. Instead of frontiers bristling with guns, we 
must attain a state of peace in which the mind of man is 
turned toward his economic and cultural development with- 
out fear. That is what freedom from fear really means. 

And the third purpose is to make the great natural re- 
sources of the world available to all; there should be no 
limits on the possibility of raising the standard of life of 
the great masses of the people who have never yet had an 
opportunity of enjoying to the full all the advantages which 
modern life offers. Thus, the permanent instrument to 
which we look for the salvation of the world is the United 
Nations. 

But there are immediate tasks to be accomplished before 
the debris of war is cleared up. The peace treaties are one 
of these tasks. 

The preparation of the treaties has been done by the 
Council of Foreign Ministers. Beginning with Italy and 
the ex-satellite states of Germany, we have devoted ninety- 
eight meetings to the discussion of these treaties. 

Why have they taken so long? Because every clause, 
every paragraph, has been contested and judged by the test 
of whether it would ultimately fit in with the greater or- 
ganization. During the last three weeks of the meetings, 
we went ahead. It was a very welcome change to the earlier 
stages, when passions were high and misunderstandings great, 
and when we were working in the atmosphere of the im- 
mediate aftermath of war. It has been a very trying time. 
But I am glad that patience has triumphed. 

And I am fully convinced that understanding will grow. 
For at last we have succeeded, and the treaties are ready for 
signature. 


TRIESTE 


From them I take just a few illustrations. They are too 
long to deal with in detail in a broadcast, but you have 
heard a good deal about Trieste. Why is it so important? 
Well, it is where the Latin and Slav meet, where for cen- 
turies they have struggled. We have now left as few of the 
Italians as we could under. Slav rule, and as few Slavs as 
we could under Italian rule. 

On the other hand, by the formation of an international 
zone, we have created a meeting ground at a port where, 
I hope, great trade will develop and which, if used rightly, 
will serve at least 70,000,000 people in Europe—Yugoslavs, 
Italians, Czechoslovaks, Poles, Austrians, Hungarians and 
Swiss. I can only hope that the Yugoslavs and the Italians 
will seize this opportunity for cooperation. 

Another illustration is that of the Danube. In the treaties 
we have provided for freedom of navigation on this great 
waterway of vital international importance, a channel of 
trade to many countries, and, if used aright, a source of 
great health-giving trade development for the whole territory. 


One other illustration—the Tyrol. There again we have 
prevented, I believe, an irridentist movement by promoting 
an agreement between Italy and Austria, which should be 
of benefit to the whole of the Alpine powers. My policy 
is to work to create conditions in which the different races 
can cooperate and which will reflect themselves in the happi- 
ness and freedom of the people. In every discussion I keep 
before me the thought—can I turn this to the economic 
benefit and prosperity of the common people? I urge the 
people of Europe to help by taking a broad view. 

Yugoslavia has a great task of economic reconstruction 
ahead, and will. I believe, cooperate to the fullest possible 
extent. 

Italy, injured as she is by the war, can be sure of the 
help of the rest of us. She must herself provide will and 
leadership on the part of her own democratic leaders. If 
this is done, she will soon get on her political and economic 
legs. 

And the Balkan countries may be assured that if they 
desire trade they can have it. That is why I am glad our 
treaties provided for no discrimination. 

The other task with which we have had to grapple is the 
future of Germany. Great difficulties have arisen, but we 
have made a practical beginning toward their solution by 
fusing the British and American zones, on the clear under- 
standing that the other zones will be welcome to join us if 
they wish. We are sharing the cost of this fusing between 
the United States and ourselves. We are pooling technical 
resources and skill. We shall create conditions which will 
allow the German to regain his self-respect. 


Hope in UNESCO 


But I warn the country that this will take time. Hitler 
so drilled his people that it will take at least a generation 
to get things right. Education, wrongly used, has a dis- 
astrous effect on peacemaking. We are coming up against 
this problem continuously. UNESCO should be a great help. 

We have laid down an agenda for a further meeting of 
the Council of Foreign Ministers in Moscow on March 10 
next, at which the whole economic and political future of 
Germany will have to be dealt with. We must avoid the 
creation of a cesspool of cheap and half-starved labor in 
Middle Europe. At the same time we must insure that 
Germany can never again be a menace to the Allied powers. 

The Moscow Conference will also deal with the problem 
of what occupation forces should remain in Germany and 
how the civil government there can gradually be built up. 
At Moscow we shall also discuss Austria, which was over- 
run by Hitler and which has been re-created. We shall at- 
tempt to finalize her position by a new treaty. When you 
see the agenda for this conference you will understand the 
enormous amount of preparatory work that has to precede 
the conference and the enormous amount of work to be done 
in Moscow. 

Throughout all of these negotiations my colleagues and I 
have been striving to find an approximation of ideas between 
the great powers themselves. It is true we represent different 
economic systems. 

America, a country of free enterprise, has shown a will- 
ingness to play her part to the full in the creation and main- 
tenance of a sound, effective international instrument and 
has, indeed, offered to enter into a forty-year treaty, to make 
sure of the disarmament of Germany and Japan. 


SovierT Must Rk-creatTe ITSELF 


Soviet Russia, who has evolved an entirely different sys- 
tem but who has been invaded and suffered terrible destruc- 
tion which has practically undone the whole of the great 
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economic work she accomplished between the revolution and 
the Hitler attack, now has to re-create herself again. 

France, who has been invaded three times, who has given 
to the world enduring principles of liberty and has a deep 
culture and wide literature—France, too, is making her con- 
tribution to this new interlocking world. 

China, who has gone through such a devastating period, 
still torn by civil war, will yet unite and contribute with 
her age-long philosophy and experience. 

Great Britain, developing rapidly her social, democratic 
state, with her great experience and having learned lessons 
of leadership through the many years of her evolution, has, 
with the commonwealth, a great contribution to make, and 
will still take her place as a great power. 

The war left two great powers preponderant—the United 
States of America and Soviet Russia. Great Britain lies 
midway in geography and way of life. Whereas Soviet 
Russia and the United States are land empires, their metro- 
politan territory occupying a vast area, Great Britain and 
the commonwealth are spread over the seven seas. Can any 
one believe that if five great powers live in concord and har- 
mony, and are helped by smaller powers who are contributing 
energies and hope, war is possible at all? 


CONCORD OF THE POWERS 


I believe we have entered the first stage of establishing 
concord and harmony between great powers. What is the 
vround for that belief? First, we are agreed on the first 
round of peace treaties, which are instruments to restore 
normality after war. Second, we are shaping an organiza- 
tion to which the United Nations look to guide their rela- 
tions and keep peace. Great Britain with her experience has, 
if | may say so without boasting, much to give to the others. 

As examples of what we have done: ours were the first 
drafts of the treaties; and apart from the work of peace- 
making and the shaping of the United Nations organiza- 
tion, we have been pursuing our pacificatory and moderniz- 
ing course in those parts of the world not directly affected 
by the Council of Foreign Ministers or by the United Na- 
tions organization, where we have interests or influence. 





I cite only the Netherlands East Indies, where British 
statesmanship through two men, Lord Inverchapel and Lord 
Killearn, lent its help and experience to promote agreement 
between the Dutch and Indonesians. This agreement, which 
has now been approved by the Netherlands States General, 
is a constructive contribution to pacification of a large area. 
It has laid the dust of war and will open up a vista of hope 
and progress to many millions of Southeast Asians, who are 
thus ready to take their place in the modern world. 

All these developments illustrate the patient and construc- 
tive efforts of the British policy since the end of war. You 
have all heard allegations that we are joined too closely in 
our policies with the United States; that our relations with 
Soviet Russia are not so close as they should be, and that 
this course will retard pacification of the world, and may 
lead to another world war. 


Course ON Merits 


My first answer to these allegations is that Great Britain 
brings her mind to bear on every problem on its merits. She 
does not tie herself to anybody, except in regard to her obli- 
gations under the Charter and I think what I have just said 
about our policies shows that we have a mind and purpose 
of our own. 

My second answer is that we hold out the hand of friend- 
ship and cooperation to all, for we believe profoundly that 
such friendship and cooperation between great powers is the 
surest basis on which to build peace for all time. Soviet 
Russia, who is now recovering from the wounds of war, fully 
realized, I think, at New York that there was a great desire 
for complete understanding, and that there is throughout 
the world a readiness to cooperate with her and see her de- 
velop her system in her own way, with the recognition that 
others equally have a right to their own way of life. 

In this talk I have tried to sketch the background against 
which we are working for peace and shall have to continue 
working for several years to come. 

So do not be impatient. We must build slowly, striving 
for perfection. For remember peacemakers are building not 
only for this generation but for generations yet to come. 


United States Policy Toward China 


CIVIL WAR THREATENS WORLD PEACE 
By HARRY S. TRUMAN, President of the United States 
Complete Text of Statement Released December 18, 1946 


AST December I made a statement of this government’s 
views regarding China. We believed then and do now 

_4 that a united and democratic China is of the utmost 
importance to world peace, that a broadening of the base 
of the national government to make it representative of the 


Chinese people will further China’s progress toward this 
voal, and that China has a clear responsibility to the other 
United Nations to eliminate armed conflict within its terri- 
tory as constituting a threat to world stability and peace. 
It was made clear at Moscow last year that these views are 
hared by our allies, Great Britain and the Soviet Union. 


On Dec. 2/ Nr. Byrnes, Mer. Molotoy and Mr. Bevin 
issued a statement which said, in part: 
“The three Foreign Secretaries exchanged views with 
revard to the situation in China. They were in agreement 
as to the need for a unified and democratic China under 


the National government for broad participation by demo- 

cratic elements in all branches of the National government, 

and for a cessation of civil strife. They afirmed their 
adherence to the policy of non-interference in the internal 
affairs of China.” 

The policies of this government were also made clear in 
my statement of last December. We recognize the National 
government of the Republic of China as the legal govern- 
ment. We undertook to assist the Chinese government in 
reoccupation of liberated areas and in disarming and repatri- 
ating the Japanese invaders. And finally, as China moved 
toward peace and unity along the lines mentioned, we were 
prepared to assist the Chinese economically and in other ways. 

1 asked General Marshall to go to China as my represen- 
tative. We had agreed upon my statement of the United 
States government’s views and policies regarding China as 
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his directive. He knew full well in undertaking the mission 
that halting civil strife, broadening the base of the Chinese 
government and bringing about a united, democratic China 
were tasks for the Chinese themselves. He went as a great 
American to make his outstanding abilities available to the 
Chinese. 


TRAINING ARMY 


During the war, the United States entered into an agree- 
ment with the Chinese government regarding the training 
and equipment of a special force of thirty-nine divisions, 
That training ended V-J Day and the transfer of the equip- 
ment had been largely completed when General Marshall 
arrived. 

The United States, the United Kingdom and the Union 
of Soviet Socialist Republics all committed themselves to 
the liberation of China, including the return of Manchuria 
to Chinese control. Our government had agreed to assist 
the Chinese government in the reoccupation of areas liberated 
from the Japanese, including Manchuria, because of China's 
lack of shipping and transport planes. Three armies were 
moved by air and eleven by sea, to Central China, Formosa, 
North China and Manchuria. Most of these moves had 
been made or started when General Marshall arrived. 

The disarming and evacuation of Japanese progressed 
slowly—too slowly. We regarded our commitment to assist 
the Chinese in this program as of overwhelming importance 
to the future peace of China and the whole Far East. Sur- 
rendered but undefeated Japanese armies and hordes of ad- 
ministrators, technicians, and Japanese merchants, totaling 
about 3,000,000 persons, had to be removed under the most 
difficult conditions. At the request of the Chinese govern- 
ment we had retained a considerable number of American 
troops in China, and immediately after V-J Day we landed 
a corps of marines in North China. The principal task of 
these forces was to assist in the evacuation of Japanese. Only 
some 200,000 had been returned to Japan by the time Gen- 
eral Marshall arrived. 


CoMMUNICATIONS 


General Marshall also faced a most unprepitious internal 
situation on his arrival in China. Communications through- 
out the country were badly disrupted due to destruction 
during the war and civil conflicts which had broken out 
since. This disruption was preventing the restoration of 
Chinese economy, the distribution of relief supplies, and was 
rendering the evacuation of Japanese a slow and difficult 
process. 

The war-time destruction of factories and plants, the 
war-induced inflation in China, the Japanese action in shut- 
ting down the economy of occupied China immediately after 
V-J Day, and finally the destruction of communications com- 
bined to paralyze the economic life of the country, spreading 
untold hardship to millions, robbing the victory over the 
Japanese of significance to most Chinese and seriously aggra- 
vating all the tensions and discontents that existed in China. 

Progress toward solution of China’s internal difficulties 
by the Chinese themselves was essential to the rapid and 
effective completion of most of the programs in which we 
had alree*y pledged our assistance to the Chinese govern- 
ment. General Marshall’s experience and wisdom were avail- 
able to the Chinese in their efforts to reach such solutions. 

Events moved rapidly upon General Marshall’s arrival. 
With all parties availing themselves of his impartial advice, 
agreement for a country-wide truce was reached and an- 
nounced on Jan. 10. A feature of this agreement was the 
establishment of a unique organization, the Executive Head- 
quarters in Peiping. It was realized that due to poor com- 








munications and the bitter feeling on local fronts, general- 
ized orders to cease fire and withdraw might have little 
chance of being carried out unless some authoritative execu- 
tive agency, trusted by both sides, could function in any 
local situation. 


HEADQUARTERS SET-UP 


The headquarters operated under the leadership of three 
commissioners—one American, who served as chairman; one 
Chinese government representative and one representative 
of the Chinese Communist party. Mr. Walter S. Robertson, 
charge d'affaires of the American Embassy in China, served 
as chairman until his return to this country in the fall. In 
order to carry out its function in the field, Executive Head- 
quarters formed a large number of truce teams, each headed 
by one American officer, one Chinese government officer and 
one Chinese Communist officer. They proceeded to all dan- 
ger spots where fighting was going on or seemed impending 
and saw to the implementation of the truce terms, often 
under conditions imposing exceptional hardships and requir- 
ing courageous action. The degree of co-operation attained 
between government and Communist officers in the head- 
quarters and on the truce teams was a welcome proof that 
despite two decades of fighting these two Chinese groups 
could work together. 

Events moved forward with equal promise on the political 
front. On Jan. 10, the political consultative conference began 
its sessions with representatives of the Kuomintang or gov- 
ernment party, the Communist party and several minor 
political parties participating. Within three weeks of direct 
discussion these groups had come to a series of statesman-like 
agreements on outstanding political and military problems. 
The agreements provided for an interim government of a 
coalition type with representation of all parties, for révision 
of the draft constitution along democratic lines prior to its 
discussion and adoption by a national assembly and for re- 
duction of the government and Communist armies and their 
eventual amalgamation into a small modernized truly na- 
tional army responsible to a civilian government. 


Report BY MARSHALL 


In March, General Marshall returned to this country. He 
reported on the important step the Chinese had made toward 
peace and unity in arriving at these agreements. He also 
pointed out that these agreements could not be satisfactorily 
implemented and given substance unless China’s economic 
disintegration were checked and particularly unless the trans- 
portation system could be put in working order. Political 
unity could not be built on economic chaos. This government 
had already authorized certain minor credits to the Chimese 
government in an effort to meet emergency rehabilitation 
needs as it was doing for other war devastated countries 
throughout the world. A total of approximately $66,000,000 
was involved in six specific projects, chiefly for the purchase 
of raw cotton, and for ships and railroad repair material. 

But these emergency measures were inadequate. Following 
the important forward step made by the Chinese in the agree- 
ments as reported by General Marshall, the Export-Import 
Bank earmarked a total of $500,000,000 for possible addi- 
tional credits on a project-by-project basis to Chinese gov- 
ernment agencies and private enterprises. Agreement to ex- 
tend actual credits for such projects would obviously have 
to be based upon this government's policy as announced Dec. 
15, 1945. So far, this $500,000,000 remains earmarked, but 
unexpended. 

While comprehensive large-scale aid has been delayed. this 
government has completed its war-time lend-lease commit- 
ments to China. Lend-lease assistance was extended to China 















é 
« 
s 


172 


Vital Speeches of the Day 





to assist her in fighting the Japanese, and later to fulfill our 
promise to assist in reoccupying the country from the 
Japanese. Assistance took the form of goods and equipment 
and of services. Almost half the total made available to 
China consisted of services, such as those involved in air and 
water transportation of troops. According to the latest fig- 
ures reported, lend-lease assistance to China up to V-J Day 
totaled approximately $870,000,000. From V-J Day to the 
end of February, shortly after General Marshall’s arrival, 
the total was approximately $600,000,000—mostly in trans- 
portation costs. Thereafter, the program was reduced to the 
fulfillment of outstanding commitments, much of which was 
later suspended. 

A considerable quantity of civilian goods has also been 
made available by our agreement with China for the disposal 
of surplus property, which enabled us to liquidate a sizable 
indebtedness and to dispose of large quantities of surplus 
material. During the war the Chinese government furnished 
Chinese currency to the United States Army for use in build- 
ing its installations, feeding the troops and other expenses. 
By the end of the war this indebtedness amounted to some- 
thing like 150,000,000,000 Chinese dollars. Progressive cur- 
rency inflation in China rendered it impossible to determine 
the exact value of the sum in United States currency. 

China agreed to buy all surplus property owned by the 
United States in China and on seventeen Pacific islands and 
bases with certain exceptions. Six months of negotiations 
preceded the agreement finally signed in August. It was 
imperative that this matter be concluded in the Pacific as had 
already been done in Europe, especially in view of the rapid 
deterioration of the material in open storage under tropical 
conditions and the urgent need for the partial alleviation of 
the acute economic distress of the Chinese people which it 
was hoped this transaction would permit. Aircraft, all non- 
demilitarized combat material and fixed installations outside 
of China were excluded. Thus, no weapons which could be 
used in fighting a civil war were made available through this 
agreement. 

The Chinese government cancelled all but 30,000,000 
United States dollars of our indebtedness for the Chinese 
currency, and promised to make available the equivalent of 
35,000,000 United States dollars for use in paying United 
States governmental expenses in China and acquiring and 
improving buildings and properties for our diplomatic and 
consular establishments. An additional sum of 20,000,000 
United States dollars is also designated for the fulfillment of 
a cultural and educational program. 


Truce DISREGARDED 


Before General Marshall arrived in China for the second 
time, in April, there was evidence that the truce agreement 
was being disregarded. The sincere and unflagging efforts of 
Executive Headquarters and its truce teams have succeeded 
in many instances in preventing or ending local engagements 
and thus saved thousands of lives. But fresh outbreaks of 
civil strife continued to occur, reaching a crisis of violence in 
Manchuria with the capture of Changchun by the Commun- 
ists and where the presence of truce teams had not been fully 
agreed to by the National government. 

A change in the course of events in the political field was 
equally disappointing. Negotiations between the government 
and the Communists have been resumed again and again, 
but they have as often broken down. Although hope for 
final success has never disappeared completely, the agree- 
ments made in January and February have not been imple- 
mented, and the various Chinese groups have not since that 
time been able to achieve the degree of agreement reached 
at the political consultative conference. 





There has been encouraging progress in other fields, par- 
ticularly the elimination of Japanese from China. The Chi- 
nese government was responsible under an Allied agreement 
for the disarmament of all Japanese military personnel and 
for the repatriation of all Japanese civilians and military 
personnel from China, Formosa and French Indo-China 
north of the sixteenth degree of latitude. Our government 
agreed to assist the Chinese in this task. 

The scope of the job was tremendous. There were about 
3,000,000 Japanese, nearly one-half of them Army or Navy 
personnel to be evacuated. Water and rail transportation 
had been destroyed or was immobilized. Port facilities were 
badly damaged and overcrowded with relief and other sup- 
plies. The Japanese had to be disarmed, concentrated and 
then transported to the nearest available port. In some in- 
stances this involved long distances. At the ports they had 
to be individually searched and put through a health inspec- 
tion. All had to be inoculated. Segregation camps had to 
be established at the ports to cope with the incidence of epi- 
demic diseases such as Asiatic cholera. Finally, 3,000,000 
persons had to be moved by ship to Japan. 


DisaARM JAPANESE 


American forces helped in the disarmament of Japanese 
units. Executive headquarters and its truce teams were able 
to make the complicated arrangements necessary to transfer 
Japanese across lines and through areas involved in civil 
conflict on their way to ports of embarkation. American units 
also participated in the inspections at the port, while Amer- 
ican medical units supervised all inoculation and other medi- 
cal work. Finally, American and Japanese ships under the 
control of General MacArthur in Japan, and a number of 
United States Navy ships under the 7th Fleet transported 
this enormous number of persons to reception ports in Japan. 

At the end of last year, approximately 200,000 Japanese 
had been repatriated. They were leaving Chinese ports at a 
rate of about 2,500 a day. By March of this year rapidly 
increased efforts on the part of the American forces and the 
Chinese authorities involved had increased this rate to more 
than 20,000 a day. By November, 2,986,438 Japanese had 
been evacuated and the program was considered completed. 

Except for indeterminate numbers in certain parts of Man- 
churia, only war criminals and technicians retained on an 
emergency basis by the Chinese government remain. That 
this tremendous undertaking has been accomplished despite 
conflict, disrupted communications and other difficulties will 
remain an outstanding example of successful American- 
Chinese co-operation toward a common goal. 

Much has been said of the presence of United States armed 
forces in China during the last year. Last fall these forces 
were relatively large. They had to be. No one could 
prophesy in advance how well the Japanese forces in China 
would observe the surrender terms. We had to provide forces 
adequate to assist the Chinese in the event of trouble. When 
it became obvious that the armed Japanese would not be a 
problem beyond the capabilities of the Chinese armies to 
handle, redeployment was begun at once. 


EvACUATION 


The chief responsibility of our forces was that of assisting 
in evacuation of Japanese. This task was prolonged by local 
circumstances. Provision of American personnel for the 
Executive Headquarters and its truce teams has required a 
fairly large number of men, particularly since the all im- 
portant network of radio and other communications was 
provided entirely by the United States. The Executive Head- 
quarters is located at Peiping, a hundred miles from the 
sea and in an area where there was the possibility of local 
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fighting. Hence, another responsibility was to protect the line 
of supply to and from headquarters. 

Another duty our forces undertook immediately upon the 
Japanese surrender was to provide the necessary protection so 
that coal from the great mines northeast of Tientsin could 
reach the sea for shipment to supply the cities and railroads 
of Central China. This coal was essential to prevent the 
collapse of this industrial area. Our marines were withdrawn 
from this duty last September. Other units of our forces 
were engaged in searching for the bodies or graves of 
American soldiers who had died fighting the Japanese in 
China. Still others were required to guard United States 
installations and stores of equipment, and to process these 
for return to this country or sale as surplus property. 

At peak strength a year ago we had some 113,000 soldiers, 
sailors and marines in China. Today this number is being 
reduced to less than 12,000, including some 2,000 directly 
concerned with the operations of Executive Headquarters 
and will be further reduced to the number required to supply 
and secure the American personnel of Executive Head- 
quarters and the airfield and stores at Tsingtao. 

Thus during the past year we have successfully assisted in 
the repatriation of the Japanese and have subsequently been 
able to bring most of our own troops home. We have af- 
forded appropriate assistance in the reoccupation of the coun- 
try from the Japanese. We have undertaken some emergency 
measures of economic assistance to prevent the collapse of 
China’s economy and have liquidated our own war-time 
financial account with China. 

It is a matter of deep regret that China has not yet been 
able to achieve unity by peaceful methods. Because he knows 
how serious the problem is, and how important it is to reach 
a solution, General Marshall has remained at his post even 
though active negotiations have been broken off by the Com- 
munist party. We are ready to help China as she moves to- 
ward peace and genuine democratic government. 





The views expressed a year ago by this government are 
valid today. The plan for political unification agreed to last 
February is sound. The plan for military unification of last 
February has been made difficult of implementation by the 
progress of the fighting since last April, but the general 
principles involved are fundamentally sound. 

China is a sovereign nation. We recognize that fact and 
we recognize the national government of China. We continue 
to hope that the government will find a peaceful solution. 
We are pledged not to interfere in the internal affairs of 
China. Our position is clear. While avoiding involvement 
in their civil strife, we will persevere with our policy of 
helping the Chinese people to bring about peace and economic 
recovery in their country. 

As wavs and means are presented for constructive aid to 
China, we will give them careful and sympathetic considera- 
tion. An example of such aid is the recent agricultural mis- 
sion to China under Dean Hutchison of the University of 
California sent at the request of the Chinese government. 
A joint Chinese-American agricultural collaboration commis- 
sion was formed which included the Hutchison mission. It 
spent over four months studying rural problems. Its recom- 
mendations are now available to the Chinese government, 
and so also is any feasible aid we can give in implementing 
those recommendations. When conditions in China improve, 
we are prepared to consider aid in carrying out other pro- 
jects, unrelated to civil strife, which would encourage 
economic reconstruction and reform in China and which, 
in so doing, would promote a general revival of commercial 
relations between American and Chinese businessmen. 

We believe that our hopes for China are identical with 
what the Chinese people themselves most earnestly desire. 
We shall therefore continue our positive and realistic policy 
toward China which is based on full respect for her national 
sovereignty and on our traditional friendship for the Chinese 
people and is designed to promote international peace. 


Liberty Pays Off 


DON’T SELL IT SHORT 
By WILLIAM HARRY CHAMBERLIN, Author and Journalist 


Delivered before the National Association of Manufacturers’ 51st Annual Congress 


of American Industry, New York City, December 6, 1946 


human liberty is the greatest need of American civili- 
zation today. It may seem strange that in the country 
of the Declaration of Independence and Lincoln’s Gettys- 
burg speech it seems necessary to make a plea for freedom. 

Our country was conceived in liberty. It staked its future 
national existence on the proposition that every human being 
is entitled to life, liberty and the pursuit of happiness. Our 
National leaders in the two great wars of our time have 
appealed to such slogans as making the world safe for de- 
mocracy and establishing everywhere in the world the rule 
of the Four Freedoms. 

Unfortunately these noble ideals were not realized in the 
peace settlements that followed the two wars. The true 
victors in the First World War were not the democratic 
leaders in any country. They were a little known Italian 
Socialist, turned nationalist during the war, named Musso- 
lini, a still less known Russian emigre revolutionary named 
Lenin and a completely unknown corporal in the vast Ger- 
man army named Adolf Hitler. These three men, along 


| NAITH in the overriding moral and practical value of 


with Lenin’s successor, Stalin, helped to turn what idealists 
had believed would be a golden age of peace and democracy 
into an iron age of class and civil and international war and 
dictatorship. 

There is a truly appalling gulf between the ideals of the 
Four Freedoms and the Atlantic Charter and the realities 
of Europe at the present time. The crimes of the peace, 
mass deportations to slave labor and the uprooting of mil- 
lions of human beings from their homes on national and 
racist grounds, rival the crimes of the war in their inhu- 
manity. There is no semblance of democracy and human 
rights in the police states behind the Soviet iron curtain. 
In a large part of Europe tyranny directed from Moscow 
has replaced tyranny directed from Berlin, using very similar 
methods. In many other European countries democratic lib- 
erties are precariously maintained because of the unsettle- 
ment due to impoverishment; inflation and deep internal 
cleavages. 

If we look back for a generation to the years before .the 
First World War and face the facts honestly we must rec- 
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ognize that the world frontier of freedom has receded, not 
advanced. Elementary human rights were far more uni- 
versally respected in 1913 than they are in 1946. People 
could travel freely from country to country with few 
obstacles. The number of political executions and political 
prisoners was negligible, compared with what we have 
known in our time. Such monstrous developments of our 
age as the massacre of vast numbers of people because of 
racial origin and the literal restoration of human slavery in 
Nazi Germany and Communist Russia would have seemed 
fantastically impossible in that peaceful and civilized time. 


Most Americans still believe in liberty. But their faith 
is not as passionate and as deeply reasoned as it should be 
at a time when freedom is being challeged as never before, 
both from without and from within. 

The challenge from without comes from totalitarianism, a 
word that covers both fascist and communist methods of rule. 

An imaginary story which I have heard told of Stalin in 
Moscow and of Hitler in Berlin shows what makes totali- 
tarian society tick. According to this story the dictator feels 
the need of recreation and goes to a moving picture theatre, 
where he sits down in the back row without being noticed. 
His own picture is thrown on the screen and the whole 
audience rises and bursts into prolonged applause. The dic- 
tator himself modestly remains seated. Then the man sitting 
next to him leans over and says very anxiously: 

“A good many of us feel just as you do, and we have 
all the sympathy in the world for you. But,—it would 
be a good deal safer for you to get up and join in the 
applause.” 


This story helps to explain why no one stays up late at 
night reading election returns in totalitarian states and why 
voting in totalitarian parliaments is usually unanimous. It 
is decidedly safer to get up and join in the applause. There 
is no habeas corpus under a dictatorship of this kind. But 
there is a pretty effective substitute for it in the form of 
habeas cadaver. 

The totalitarian state, whether of the fascist or communist 
model, has several distinctive features. It is the state that 
owns the people, not the people who own the state. The 
individual has no rights that the state is bound to respect. 
There are no guaranties against arbitrary arrest and execu- 
tion. ‘Vhere is a single party and no opposition political 
activity is permitted. This party is headed by a supposedly 
infallible leader. 

Just as far as is humanly possible the government molds 
the thinking of its subjects. It controls every newspaper, 
every magazine, every radio broadcast. It decides what books 
may be printed, what may be taught in the schools. In 
every totalitarian society one finds an attitude of nervous 
suspicion toward foreign visitors who may bring with them, 
even unconsciously, the contamination of free, uncontrolled 
thoughts from the outside world. 


There is a simple formula for government in the totali- 
tarian state. It is the combination of unlimited propaganda 
with unlimited terrorism. The people who do not swallow 
the propaganda are intimidated by the terrorism. 


‘There can be no mistaking the fact that the modern com- 
munist or fascist state is a much more formidable challenge 
to liberty and to the whole American way of life than the 
old fashioned absolute monarchy. In the first place, it is 
tar more ruthless and efficient. The records of Nazi and 
Soviet terror go far beyond anything that could be charged 
against Tsarist Russia, the most tyrannical state on the Eu- 
ropean continent before the First World War. 

Stalin and all his leading associates in the Bolshevik rev- 


olution were repeatedly arrested for plotting against the 
Tsarist regime. They lived to tell the tale. But when 
Stalin suspected, rightly or wrongly, that his old comrades, 
Rykov and Bucharin, Zinoviev and Kamenev were plotting 
against him, he took no chances. He killed them off to the 
last man. 

Moreover, an old fashioned absolute monarchy which 
rested on the preservation of old ways and on a high level 
of illiteracy was swimming against the tide in an age of rapid 
scientific change and multiplication of means for reaching 
the popular mind. It belonged to the horse-and-buggy age 
of tyranny. The modern communist-fascist technique of 
tyranny takes full advantage of the latest inventions in radio 
and other means of communication to pump its subjects full 
of its propaganda. It teaches its people to read and write, 
while doing everything in its power to prevent them from 
thinking. 

Russian Tsarism was not an article for export, as Soviet 
Communism is. There were no pro-Tsarist parties in western 
Europe, as there are Communist parties at the present time. 
And there were no groups in this country which were car- 
rying on propaganda to convince Americans that the Tsarist 
system was superior to our own form of democracy. It 
would be easy to name a score of organizations that are 
working for communism against democracy in America 
today. 

It is this restless crusading missionary spirit which Com- 
munists share with Nazis that accounts for sore of our 
difficulties in getting along with Russia. This spirit is, or 
should be, a challenge to re-examine and reafirm our faith 
in the values represented by individual liberty. 


The greatest danger to our American heritage of liberty 
comes not from without, but from within. It comes not 
from open frontal assault, but from a process of sapping and 
undermining. Communism and fascism are so repugnant to 
American instincts of decency and fair play that negligibly 
small groups of our people would openly advocate either. 
The Communist and the Communist sympathizer is most 
dangerous when he does not fly his colors openly, but masks 
himself behind some nice sounding camouflage as a “liberal,” 
a “progressive,” a “friend of peace and democracy,” and 
whatnot. 


The peril to our American way of life, with its roots in 
individual liberty, is not violent revolution but gradual ero- 
sion through the reiteration of political and economic fallacies 
which the majority of people begin by disregarding and end 
by half believing. One of the most fashionable of these fal- 
lacies is to sell liberty short. One often hears the viewpoint 
expressed or implied that liberty may be well enough in its 
way, like a piece of Chippendale furniture or some antique. 
But it is supposed to mean little to the common man. It 
is not something he can eat or wear. 

It is also suggested that liberty should be thrown over if 
it comes into conflict with the supposedly greater good, 
security. And then the argument proceeds to suggest that 
there is a definite contrast between political democracy and 
economic democracy. A certain type of lecturer is apt to 
inform his audience, with a great show of judicial impar- 
tiality that, while America may be ahead in political demo- 
cracy, the Soviet Union has achieved economic democracy. 


But the ascertainable facts do not fit in with these theories. 
It is surely no accidental coincidence that the countries with 
the highest standards of living for all classes of the popula- 
tion are also the countries where political and personal lib- 
erties are best respected. The bottoms of depressions touched 
in lands where legal systems and economic practice are based 
on individual freedom and initiative are above the tops of 
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such prosperity as has been realized under dictatorship and 
regimentation. 

During the winter of 1932-33, when America was pretty 
nearly at the bottom of one of its worst depressions, I re- 
ceived in Milwaukee a list of groceries and foodstuffs that 
were given to families on relief. After going back to Russia 
I showed this list to a Russian friend. He could hardly be- 
lieve his eyes. 


“There isn’t an employed worker in Russia who gets 
such a quantity and variety of food,” he said. “But our 
Soviet newspapers are always telling us that your unem- 
ployed are all starving.” 


Here, I think, is one explanation of why the Soviet 
leaders feel obliged to keep the iron curtain pretty closely 
drawn. 


Far from being a brake on the well being of the average 
man, liberty under law has always been the surest safeguard 
of that well being. We recently had a good illustration of 
how this works out in practice. Bureaucratic planners and 
regulators had achieved what might have seemed impossible: 
a meat famine in a country of abundant livestock production. 


Americans don’t take cuts in their standard of living lying 
down. A mighty uproar went up in the press and in public 
meetings. A free election was in prospect. The logjam was 
broken in a peaceful and orderly way. The impractical con- 
trols which had produced the abnormal shortage were 
withdrawn. 


Suppose a similar situation had arisen in a totalitarian 
state, where there is only one party to vote for, the party in 
power, and where public opinion, as expressed in the news- 
papers, is exactly what the government wants it to be. The 
ruling group would not have retreated from its decision. 
The controlled press, with one voice, would have told the 
people how happy they were to be enjoying stabilization in- 
stead of steaks and price controls instead of pork chops. If 
critics became too obstreperous they would disappear into 
concentration camps. The people could eat grass for all 
the dictatorship, responsible to no electorate, subject to no 
public opinion, would care. 


It is interesting to note that people do choose freedom, 
when they can. The movement of political refugees from 
totalitarian to democratic countries is a strictly one-way 
street. And there have been some interesting informal 
plebiscites in Europe recently. There were over 400,000 
people in the part of Finland which was annexed by the 
Soviet Union. They had the choice between staying on as 
Soviet citizens and losing all their property and starting 
from scratch in Finland. Practically all chose to go to 
Finland. 


As I found during a trip to Europe last summer, there 
are over a million uprooted, stranded people in Europe, 
DP’s as they are called, living in UNRRA camps and very 
uncertain about their future. These people are Poles, Balts, 
Jews, Russians, Ukrainians, Yugoslavs, people of various 
racial stocks. But every one is from a totalitarian state. 
One doesn’t find Americans, British, French, Belgians, 
Dutch, Swiss, among these refugees. They have all chosen 
the indescribably hard life of a refugee without a country 
rather than go back to live under tyranny. There could 
hardly be a more impressive testimonial to the value of free- 
dom, although it would be still more impressive if the free- 
dom loving peoples of the world would show more energy 
and resourcefulness in finding new homes for these unfor- 
tunate outcasts of the Four Freedoms. 


The distinction between political and economic democracy 
is specious and unreal. There is only one freedom. Take 





that away and what remains is not security or economic de- 
mocracy, but terrorism and slavery. 

‘True economic democracy, like political democracy, must 
be based on liberty and consent and upon checks and balances 
which will prevent undue concentration of power in the 
hands of any single man or group of men or class. A wise 
liberal thinker, Lord Acton, summed up a great truth when 
he wrote: 


“Power corrupts and absolute power corrupts ab- 
solutely.” 


This age has given us fearful proofs of this truth. And 
one of the most brilliant economic minds of our time, Fried- 
rich Hayek, whose “Road to Serfdom”’ is a warning signal 
against the dangers of bureaucratic regimentation that have 
been rising even in free societies put the case for the check- 
and-balance theory of economic democracy very ably when 
he wrote: 


“What our generation has forgotten is that the system 
of private property is the most important guaranty of 
freedom, not only for those who own property, but scarcely 
less for those who do not. It is only because the control 
of means of production is divided among many people 
acting independently that nobody has complete power 
over us, that we as individuals can decide what to do 
with ourselves.” 


During the war we faced a genuine danger that the bases 
of our free economy would disappear. Advocates of a regi- 
mented planned economy saw in the necessary temporary 
controls of the war period the pattern of a future all- 
powerful and all-wise bureaucratic state which would have 
arbitrarily controlled wages, prices and profits and would 
have told every citizen how much milk he should drink, 
how many leafy vegetables he should eat, how many cotton 
and silk shirts he should wear. 

Don’t think this is just a funny caricature. We escaped 
an indefinite prolongation of rationing and other controls 
by a margin too narrow for comfort. 

Liberty is the first condition of a good society and a 
healthy economic order. As an alternative to the nightmare 
of a remotely controlled centrally planned economy, in which 
no one, least of all the planners knows where he stands or 
where he is going, we in the American tradition should 
stand for the free functioning of all groups concerned in the 
productive process, labor and management, farmers and dis- 
tributors. There can be no doubt, on the factual record, 
that this insures a more civilized way of life and a higher 
standard of national living than any dictatorial effort to 
force all workers and producers to submit to regimentation. 

But although liberty is indispensable it is not enough. 
The best theoretical system, in economics, as in politics, can 
break down under misuse. There are some excellent im- 
personal and automatic checks and balances in a free eco- 
nomic system. But some moral human checks and balances 
are also needed if we are not to run the risk of seeing what 
could be a good system of truly cooperative production break 
down in a jungle atmosphere of competitive selfishness and 
lust for irresponsible power. The withdrawal of govern- 
ment from many wartime controls imposes a special obliga- 
tion on organized business and organized labor to settle 
differences in a sensible, civilized way, in an atmosphere of 
fairness and conciliation and give-and-take and ability to 
see the other fellow’s point of view. 


As Americans we must not let freedom down. Let us 


rather work to make our free society so strong and prosper- 
ous that it may serve as example and a beacon and an in- 
spiration and a force for peace and stabilization in the whole 
troubled world. 
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Democracy and Wisdom 


NOW WE MUST SPLIT THE HUMAN ATOM 





By COLBY DORR DAM, Writer and Lecturer 
Delivered before the New York Forum Association, New York, N. Y., December 12, 1946 


American leaders in education, religion, government 
and science are three ideas of profound importance for 
the future of our country and the world: 


| MPLIED or expressed in the public statements of many 


(1) That man’s knowledge of physical nature has out- 
stripped by a wide margin, his knowledge of human beings; 

(2) That if we expect to consolidate peace and avoid 
atomic war, we must quickly expand our understanding of 
the human organism; 

(3) That human evolution is directed by progressive 
physical, moral, intellectual and spiritual laws which can 
be discovered and applied through the same synthesis in the 
human sciences that has proved successful in the physical 
sciences and made possible the discovery and use of atomic 
energy. 

There is a wealth of evidence to support these statements. 
The great failure of our time, whether it be in relations 
between war and peace, between democracy and capitalism, 
between management and labor, between national and world 
government, husbands and wives or parents and children, 
is a failure of human nature to understand itself. It is a 
breakdown in human relations. It is not a failure in man’s 
capacity to discover and apply natural law and manage his 
physical affairs. 

Why are we so efficient and resourceful in production and 
distribution, so helpless and frustrated in every type of hu- 
man relations? Because there is today a dangerous unbal- 
ance in the human organism. This machine age was born 
in the laboratory and there it has died. In two centuries 
man has made more progress in the discovery and applica- 
tion of natural law than he made in the previous 2,000 
years. In the long light of history it was a sudden spurt in 
physical intelligence, in sensory logic, in objective analysis 
and scientific deduction. Despite their economic and in- 
dustrial importance, these faculties in terms of human evolu- 
tion, are rudimentary. They can penetrate the atom but 
they can never penetrate the nature of man, the human 
atom. 


Tue ENp oF A CYCLE 


Thus the great cycle of the dominance of the physical 
sciences over the human sciences ended fittingly at Hiro- 
shima. While there is time, we must move in new direc- 
tions. There is a power in man himself comparable to atomic 
power on physical levels. It is a spiritual power of infinite 
dimensions. We have worshipped too long at the shrine of 
the physical atom. We must turn now to the human atom, 
split it, and ‘elease its energies before the physical atom 
destroys us. 

Do you think this is impossible? Nothing is really im- 
possible which the mind of man can conceive. Can you 
visualize the vast difference between the physical atom and 
man? How did this happen? Do you think man as we 
know him is the end and goal of this mighty progression? 
There are new powers, faculties, attributes awaiting dis- 
covery in man which transcend his present limitations as 
he transcends the atom. How was atomic fission discovered ? 
Through exhaustive analysis followed by a comprehensive 
synthesis. Has anyone applied this process to the human or- 





ganism and the human sciences? Let us not decide what is 
possible until we begin to tackle the conquest of conscious- 
ness and apply, in this field, the same insight, persistence 
and effort already given to atomic fission. Then perhaps 
we shall find in man, powers and faculties that will put 
the atom in its proper place at the bottom of evolution, and 
carry man to a new position at the top. 

Today we are spiritual infants. Lacking a sense of inner 
direction, ignorant of our place in the scheme of creation, 
we are in many ways merely human animals. Like animals, 
we think, feel and act mainly with our physical senses,— 
the instinctive segments of our brains. The non-sensory, ab- 
stract sections are either sleeping or rudimentary. These 
parts of the brain represent the human creature of tomor- 
row. They belong not to knowledge, but to wisdom; not 
to fact but to truth; not to analysis but to synthesis; not 
to personal but to universal love. They are the true, human 
sections which represent a perfected, adult humanity. Only 
now are they beginning to awaken in the highest types of 
creative people. Thus what we call human nature is made 
up of instinctive, animal thought and feeling, mixed up 
with human ideas, values and emotions. We must learn to 
distinguish clearly the animal from the human elements in 
the stream of consciousness. 


From KNOWLEDGE TO WIspoM 


In those sections of the brain now dormant or rudimentary 
lie the reasoning aspects of all those qualities which hold the 
seeds and promise of the universal man. There are thirty 
or more of these qualities, among them being sincerity, 
courage, honesty, enthusiasm, joy, imagination, love, intelli- 
gence, idealism, determination, generosity, unselfishness, 
kindness, sensitiveness, justice, tolerance and so on. Today 
these beautiful qualities are understood as occasional aspects 
of individual people. However they are all sharply restricted 
and colored by the extraordinary limitations of the sensory 
mind and the animal nature. Thus the present field of hu- 
man awareness is minute and unrelated to the universe. 
This fact is of immediate importance because the spiritual 
future of man requires a capacity to universalize his best 
qualities which are now personal. Today nobody thinks in 
terms of universal quality and faculty. These concepts are 
only beginning to germinate in scattered thinkers here and 
there. We can never understand humanity in terms of per- 
sonal opinions. This is why human nature cannot compre- 
hend itself, its place in the solar system or the relation be- 
tween its past and its future. These matters lie in the realm 
of universal wisdom which differs from personal knowledge 
as that differs from ignorance. Can we formulate out of 
many human knowledges one spiritual wisdom? This is the 
central question for the thinkers of our day; and the future 
of humanity hangs on the answer they supply. 


We Must Sp.iit THE HuMAN ATom 


The first major step it seems to me, is discovery of the 
true relation between creative faculty and the physical senses. 
When this discovery is made we shall split the human atom 
as we have split the physical atom. We shall separate the 
God from the animal in human nature. Can you visualize 
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what this statement means? It will be an explosion in the 
soul of man which will make Hiroshima look like a penny 
firecracker. 

Now what do these ideas mean for democracy, freedom 
and the future peace of the world? They strike to the root 
of the human problem. Most of the talk and writing on 
human nature represents only squirrel cage thinking. It 
goes round and round and comes out nowhere. What are 
the central human facts in the present world crisis? They 
are greed, materialism and the lust for power born from 
them. What is greed? It is the psychological root of the 
whole philosophy of materialism which dominates western 
civilization. It is the basis of power politics and war. It 
is the cause of strikes and the intense struggle between capital 
and labor for the fruits of enterprise. It is the substance of 
nationalism. It is the motivation behind the pressure groups 
who control governments. It is part of the reason for the 
huge funds devoted to research in the physical sciences and 
the lack of funds for research in the social sciences. 


Tus War BetwkEN MIND AND MATTER 


Greed is overemphasis of the part played by money and 
material goods in human experience. Why is this disease 
of money-worship which infects humanity so dangerous? 
Because it keeps man’s consciousness enslaved by things, by 
his physical senses ; because it paralyses his moral, intellectual 
and spiritual growth; because the long struggle of the evolu- 
tion of personality is a battle to liberate thought and emo- 
tion from the limitations of instinctive, sensory, conscious- 
ness. The whole history of humanity is a record of this war 
in the soul of man between mind and matter. It is the 
physical senses enslaved by money and sex which keep our 
society selfish, frustrated, trivial and lawless. From the 
time we turn on the radio in the morning till we turn it 
off at night, our stream of consciousness is one continuous 
sensory joyride. Thus we understand the appearance of 
everything and the meaning of nothing. There is a normal, 
healthy rhythm between body, mind and spirit. When this 
rhythm is upset by greed, money-worship and materialism, 
the whole organism is thrown off balance. We must realize 
that civilization depends not on the upholstery of our fur- 
niture but on the quality of our consciousness. Today the 
human and the animal segments of the inner stream are 
intermingled. Few realize when they function instinctively 
like animals and when they think and act like true human 
beings. Therefore our human and social sciences are rudi- 
mentary. They have no wisdom. As a result our national 
stream of consciousness is an uncharted river, clogged with 
rubbish of every sort, and what we call knowledge is mostly 
animal knowledge. 

What is the answer? One answer is that the whole focus 
and purpose of the human sciences must be turned from the 
physical body to the stream of consciousness. The body is 
not the man; the stream is the man. The body goes into a 
box which goes into the ground. The stream goes on to 
the infinite river of life. 


Tue Purpose or Democracy 


In the light of these facts, what then is the real under- 
lying purpose of democracy and free institutions? It is not 
automobiles or refrigerators or purple bath tubs. It is to 
facilitate and promote the conquest of consciousness in the 
minds and hearts of the people. This conquest requires a 
society with institutions properly balanced and harmoniously 
related to meet the various needs of the human organism. 
For healthy evolution, a human being requires economic, 
moral, intellectual and spiritual growth, balanced according 
to his stage of development. What have we got here? A 


system of Christian theology, a system of academic education, 
a representative government and a capitalist economy, each 
having little if any relation to the others. What is more, 
each of these basic divisions of society—religion, education, 
government, economics—has its own language, code of ethics, 
standard of values and methods of conduct. Thus the na- 
tional stream of consciousness in its struggle between mind 
and matter, has no inner unity, no integrating principle ex- 
cept a vague and blind belief in freedom. This belief holds 
the key to our national future. However, the four freedoms 
for which we fight and die are all freedoms from the other 
fellow. They will never keep democracy alive! We have 
missed the main point. The whole purpose of the four free- 
doms is freedom from ourselves, inner freedom, a free spirit. 
This is the great freedom; but no law, no constitution or 
ballot can give it to us. This is the immemorial dream in 
the soul of man—to know himself, his reason for existence, 
his relation to his fellow beings and the universe around him. 


Wuart Is Wispom? 


What is the great freedom? It is wisdom which intro- 
duces man to the higher worlds and leads him eventually 
to the Christ Consciousness. What is wisdom? It is the 
inspired interludes of the inner stream, which unite us with 
humanity and nature as a whole. In order to approach 
wisdom we must remember that the real universe is not the 
earth, sun, stars and interstellar spaces. These are the phys- 
ical body of the universe. The real universe is the inner 
stream of man and nothing else! The physical universe is 
merely atomic and electrical. Let us not be dazzled by its 
size, its beauty, its timelessness! The whole thing is nothing 
but a child’s toy compared with the consciousness of man! 
Therefore the physical sciences are always the kindergarten 
of civilization, and the whole world of the senses is a passing 
illusion. The greatest chemist and physicist humanity has 
known was the Christ. Why had he no laboratory? Because 
the laboratory of the universe is the soul itself. 


THE Goat oF HUMAN EVOLUTION 


Let us look into this amazing laboratory of the soul which 
is destined one day to lead us to the higher worlds, to wis- 
dom and immortality. The first approach to it is usually 
creative faculty of some sort. It makes no difference whether 
it be in religion, science, education, government or business. 
All roads lead to wisdom! All creative faculty moves grad- 
ually from sensory facts to inner values, from analysis to 
synthesis, from the particular to the universal, from the per- 
sonal to the impersonal. The creative specialist in any field 
uses imaginative power plus intuition, which is the bridge 
between knowledge and wisdom. He approaches wisdom 
first, through a synthesis of the best qualities in his own 
nature; second, by applying this synthesis to the various 
specialized knowledges and thereby integrating them. In this 
way he discovers the soul of humanity and learns the rela- 
tion between body, mind and spirit. Gradually he learns 
how to deal with people according to their consciousness. 
He tests their inner stream in terms of the four life energies 
—physical, emotional, intellectual and intuitional. He de- 
velops inner vision. Then he can see the inner stream of 
man, as others see the body. Eventually his universal heart 
and mind are merged. This is the birth of the Christ Con- 
sciousness—the goal of the evolution of personality. 


SEEDS OF THE FUTURE 


It is difficult to describe the radiance, beauty and wonder 
of the higher worlds for which democracy and freedom are 
slowly preparing the way. We have no language for these 
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worlds. We can approach them only in terms of the highest 
states we have reached on the mountain tops of our lives. 
Many people today touch the higher worlds in moments of 
crisis, heroism or great sacrifice. However, except in rare 
cases, the personality is too crude in quality, too narrow in 
imagination, too limited in faculty to get more than a 
ylimpse of the glory that lies ahead. There are certain steps 
towards the higher worlds which many educated people can 
now take. We can define the qualities in people which attract, 
and those which repel us. We can speak to the best in people 
rather than criticize the worst in them. Each person has an 
ideal, a hope, a dream of some sort which represents his soul. 
In the long light of eternity this seed of the future is all that 
matters! We must find this seed no matter how small it is; 
we must give to it the warmth of love, the light of under- 
standing and the water of encouragement. We must learn 
to deal with people as they are—not as we wish them to be. 
We must study the moral values which shape our thinking, 
arouse our emotions and guide our conduct. We must get 
acquainted with our own inner stream and find out what's 
going on in our heads and hearts. We must put an end to 
blind instinctive, sensory, thought and feeling. We must 
take time to be human. We must separate animal thought 
from human thought; animal love from human love. We 
must pay attention to our consciousness, 

One way to visualize the momentous powers awaiting re- 
lease in the human soul is to remember that all creative 
faculties which have built the present civilization represent 


only a small fragment of these powers, partially expressed. 
The only full expression of these powers in human history 
is the Life of Christ. Humanity knows nothing about this 
Great Life or the Christ Consciousness, except the Biblical 
record which is also a bare fragment of the whole story. 
There is no way for human nature per se, to comprehend 
this story; it is like a drop of rain trying to embrace the 
ocean into which it falls. We have to contact the higher 
worlds directly, through experience, before the Christ story 
begins to make sense. Until that time, it remains merely a 
beautiful but impossible dream. 

The concepts of Democracy are deeply related to the 
Christ Consciousness. They come closer to the higher worlds 
than any other form of government. They have strong 
spiritual roots. They will however, not accumulate spiritual 
power and vision, until leaders of free institutions under- 
take the conquest of consciousness and thus become inspired 
and illuminated thinkers. When this great event happens, 
our human sciences will undergo the same rapid and revolu- 
tionary changes that have come to the physical sciences in 
the past two centuries. A new and better age in history will 
open. World-wide social, economic and intellectual cooper- 
ation will replace war, greed, nationalism and destructive 
competition. These things cannot happen until people learn 
to pay attention to their inner stream as the cause and source 
of civilization. The universe itself is nothing but a state of 
consciousness; and when we change our consciousness, we 
change the universe. 


The Employment Act and 
the Economic Future 


RESPONSIBILITY OF PRIVATE BUSINESS 
By EDWIN G. NOURSE, Chairman, Council of Economic Advisers 


Delivered before the National Association of Manufacturers’ 51st Annual Congress 
of American Industry, New York City, December 6, 1946 


HE time at my disposal is quite brief. Fortunately, 

what | have to say can be boiled down to three rather 

simple points. But these three points are in my judg- 
ment absolutely essential if you, as representatives of Ameri- 
can business, are to have a correct understanding of the 
nature and meaning of the Employment Act of 1946 and 
are to take full advantage of it for the future benefit of 
American industry. 


NTANAGERIAL SENSE, Not Monetary MANIPULATION 


The first point I want to make about this Act is that 
it does not propose any simple panacea for business ills. It 
offers no trick remedy which the Council of Economic Ad- 
Vist is supposed to work out by formula and put in the 


hands ot the Chief Executive for his administrative application. 
During the process of legislative consideration and redraft- 
Congress definitely turned its back upon any single 


ype of remedy and specifically upon money magic as a means 


of getting out of the artificial conditions of wartime business 
on to a sustained basis of efficient and prosperous peacetime 
operation. It recognized clearly that the Nation’s business 


bOUS 


y complicated process, in whose direction 


many agencies, public and private, have essential parts. It 
recognized too that each of these agencies must have a great 


deal of individual independence to adapt its operations flex- 


+] 
is 1 tremene i 





ibly to changing conditions and particular needs. At the 
same time the Congress recognized that, if this loose-knit 
system is to work efficiently, these multifarious plans and 
activities must bear a consistent relationship to each other in 
a comprehensive and co-ordinated scheme of national busi- 
ness life. 

Thus the statute became a broad enabling act for sys- 
tematic study of and assistance to the Nation’s business. 
Under it there are set up two working agencies—the Coun- 
cil of Economic Advisers to the President and the Joint 
Congressional Committee on the President’s Economic Re- 
port. As to the former, the Act provides that the President 
shall, through a group of professionally trained economists, 
make continuing study of the entire economic situation of 
the country. This includes review of the activities of all 
agencies in the Federal establishment as they deal with eco- 
nomic matters and of all Government policies and programs 
in order to ascertain whether they are doing the utmost to 
facilitate and promote full and efficient utilization of the 
Nation’s economic resources or whether some of them are 
inconsistent, directly conflicting, or tending to retard over- 
all national prosperity. On the legislative side, the Act ‘sets 
up in the Congress a special Joint Committee of fourteen 
members, chosen for their interest in economic affairs and 
their capacity for econome statesmanship. They are to make 
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parallel study of the Nation’s economic life, to the end that 
the legislative ;program in the economic field may square 
with a constructive national program. 

Naturally, } shall limit my remarks to the work of the 


Council of Economic Advisers. The task assigned to us as 
an arm of the Chief Executive’s Office is, as I see it, broadly 
comparable to the administrative policy—and program-mak- 
ing that is carried on by the top executives of a great cor- 
porate business, in consultation with each other and with 
whatever research staffs are maintained within the company 
or drawn upon from outside sources. 

This is what I mean by saying the economic philosophy 
of the Employment Act of 1946 relies on managerial sense 
and not on any trick remedy. The purpose of the Act is to 
achieve prosperity through promoting efficiency of the Na- 
tion’s business, just as the purpose of a great corporation is 
to achieve company prosperity through efficiency of over-all 
and spot management, skillfully joined. As business execu- 
tives you must at once recognize the essential similarity be- 
tween this approach and that of the most distinguished cor- 
porate administrations among your own ranks. The Bell 
Telephone system, General Motors, and the Standard Oil 
Company (N. J.) occur to one as outstanding examples. 

The division of function, local autonomy but overhead 
coordination, contemplated under the Employment Act is in 
many ways analogous to the relations between the operating 
staffs of General Motors plants located at Flint, Michigan; 
Indianapolis, Indiana; Cleveland, Ohio; Newark, New 
Jersey; and many other places all over the country and over- 
seas, and the broad policy-making organizational co-ordina- 
tion and overhead financing which center in Detroit and at 
1775 Broadway. Similarly as to American Tel. and Tel. 
in New York, the Bell laboratories, Western Electric Com- 
pany, and the highly autonomous operating companies—state, 
regional, or local. Standard Oil (N. J.) exemplifies the 
same co-ordination and flexibility between producing, market- 
ing, administrative, and research units, domestic and inter- 
national. 

These relationships in private business have been worked 
out in friendly understanding over the years, and I trust 
that the years ahead may see, under the Employment Act 
of 1946, a comparable development of friendly understanding 
and organizational effectiveness between private and public 
agencies actively concerned in conducting the Nation’s busi- 
ness. Of course the analogy is not a perfect one because you 
business bureaucrats have a much more tight control over 
your subsidiary agencies than government bureaucrats have 
over the policies and operations of the component parts of 
the economic system. 

The Employment Act states with great clarity that its 
purposes are to be sought “with the assistance and co-oper- 
ation of industry, agriculture, labor, and state and local 
governments [and] in a manner calculated to promote and 
foster free competitive enterprise.” Furthermore, the Coun- 
cil is instructed to utilize to the fullest extent possible the 
services, facilities, and information not merely of Govern- 
ment agencies but also of private research agencies and to 
“constitute such advisory committees . . . of industry, agri- 
culture, labor, consumers, State and local governments, and 
other groups, as it deems advisable.” 

In conformty with these provisions of the Act—and in 
conformity also with my own deepest inclination and desires 
—we have established contacts with numerous business, labor, 
and agricultural organizations, and have had around our 
conference table President Wason and Mr. Robey of 


N.A.M., President Jackson and Mr. Schmidt of the Cham- 
ber of Commerce, Mr. Murray and members of his research 
staff from the C.I.O., a group of officials from the Railway 





Labor Executives Association, a special committee from the 
Business Advisory Council (for the Department of Com- 
merce), and other similar groups. Consultative arrange- 
ments thus begun will, we hope, enrich and guide our work 
increasingly in future years and assure for it the highest 
quality of practical realism. 

This, then, concludes my first point, that the Act of Con- 
gress and the actions of the Council are not pointed toward 
monetary manipulation or any other specific formula of eco- 
nomic stabilization and national prosperity but toward the 
application of the soundest and broadest managerial prin- 
ciples and practices in dealing comprehensively and vigor- 
ously with the Nation’s business. My other two points deal 
directly with the nature of the Government’s part in this 
process and the part which is left to or devolves upon busi- 
ness. For both these topics, the key word is “responsibility.” 


GOVERNMENT'S RESPONSIBILITY FOR HIGH PRODUCTION 


By a vote of 320 to 84 in the House and a unanimous 
voice vote in the Senate and after long study and extensive 
hearings, the Congress in section 2 of the Employment Act 
declares that it is the continuing policy and responsibility 
of the Federal Government to use all practicable means con- 
sistent with its needs and obligations and other essential 
considerations of national policy, with the assistance and 
cooperation of industry, agriculture, labor, and State and 
local governments, to coordinate and utilize all its plans, 
functions, and resources for the purpose of creating and 
maintaining, in a manner calculated to foster and promote 
free competitive enterprise and the general welfare, condi- 
tions under which there will be afforded useful employment 
opportunities, including self-employment, for those able, 
willing, and seeking to work, and to promote maximum em- 
ployment, production, and purchasing power. 

This declaration of “continuing policy and responsibility” 
is, it seems to me, in essence a counterpart of the responsi- 
bility that top management of any corporate enterprise as- 
sumes. Such business leaders undertake to utilize the finan- 
cial resources entrusted to their care, the body of workers 
who have become more or less definitely attached to the 
company’s organization, and all the technical and managerial 
know-how which they or their predecessors in office have 
built up over the years, so as to promote the greatest prac 
ticable volume of production with those resources in order 
that the company may pay as high wages as possible, charge 
as low prices as possible, and thus maximize the purchasing 
power of that part of the public who look to them either 
as employees or as consumers. The central administration of 
a great corporation exists only by recognition of the fact that 
certain powers and responsibilities can most effectively and 
economically be discharged if delegated to officials and agen- 
cies conceived and organized to deal with the business as an 
integrated whole and to supply an outlook, access to finances, 
and technical services which cannot be supplied so well or 
at all by the small and more local constituent units. 

The Congress in this Act clearly recognized that in this 
day of large business units both of capital and of labor, it 
is not to be expected that the actions of separate units of 
private business enterprise, with their individual decisions 
taken under the circumstances in which they must be made, 
can completely and continuously add up to full and efficient 
utilization of the Nation’s total productive resources. Busi- 
ness has always looked to its Government for the perform- 
ance of such special services. It has always expected it to 
do a considerable variety of things, from the Coast Guard 
and Light House Service to the Bureau of Standards and 
the county agricultural agent, “to create and maintain con- 
ditions under which there will be afforded useful employ- 
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ment opportunities, including self-employment for those able, 
willing and seeking to work.” ‘There is thus nothing revo- 
lutionary in the Declaration of the present Act. It simply 
reafirms in clearer terms and gives new implementation to 
a responsibility which is part of our traditional American 
system. 

It now devolves upon each of us, whether in the execu- 
tive or legislative branch of the Government to see that, in 
carrying out the purposes of this law, we study wisely and 
with due counsel as well as acting decisively and promptly 
when occasion demands. To this end, we of the Council 
sincerely hope that you of the House of Business no less 
than those of the House of Labor and the House of Agri- 
culture will join actively and sincerely in our studies of 
causes that impede the attainment of maximum production, 
employment, and purchasing power and in the making of 
recommendations which would operate effectively toward the 
removal of these impediments. 

This brings me to my third point, namely the responsi- 
bility of business itself in accomplishing the stated over-all 
purpose of the Act, for I assume without question that you 
do accept promotion of the Nation’s economic welfare as 
the prime purpose of business. 


Tue RESPONSIBILITY OF PRIVATE BUSINESS 
UNDER THE EMPLOYMENT ACT 


There was a widespread feeling among businessmen in 
the 30’s that Government was antagonistic to business—even 
that a death sentence was being pronounced on private en- 
terprise. During and since the war there has been a con- 
siderable rebound from that state of mental gloom. Busi- 
nessmen have pointed with great pride to the fact that, in 
the war emergency, private industry performed miracles of 
production and became the savior of the Nation and of the 
democratic world. It has demonstrated the superiority of 
private enterprise over any other system on earth. In the 
judgment of some at least of these spokesmen, Government 
should now get entirely out of the business field, content 
that the economic future of the country is safe in the hands 
of those who demonstrated anew their complete adequacy 
in the war period. (On examination, however, it becomes 
clear that they do not want that “entirely” to be taken too 
literally.) 

I believe that both these views require a little re-examina- 
tion. Without in any sense attempting to justify all the 
mistakes that were made in the 30’s, I do not believe it 
could be said in any broad way that Government hated 
business or intended to destroy the private enterprise system. 
I believe that the fair verdict of history will be that there 
were serious defects and short-comings in the private enter- 
prise system as it was practiced in the 20's. I believe that 
verdict too will be that, in spite of some extremists, the 
great body of sane and intelligent people sought reform and 
supplementation of the private enterprise system, not its 
destruction. 

It appears to me also that even the glorious achievements 
of American business in winning the war did not quite 
demonstrate that private management had mastered the last 
lessons of economic science so well that our economic life 
should henceforth be turned completely over to them and 
no questions asked. The war record of industry was a stu- 
pendous technological and. engineering achievement. But 
no one I think ever doubted or needed fresh proof of the 
tremendous capacity of American industry in this technologi- 
cal field. The war period was not, however, an equal eco- 
nomic achievement. 

To have carried through the bookkeeping and disbursing 
operations necessary even to this gigantic operation can hardly 


be considered a solution of the economic problems of self- 
sustaining prosperity in a peacetime economy. Business was 
not, during the war, relying upon voluntary arrangements 
made in an open competitive market—for goods, for labor, 
or for capital. It did not have to sell its war product, sim- 
ply deliver it. It received material through allocation and 
got labor under conditions of draft exemption, the patriotic 
urge, and wage control and strike moratoria which are quite 
foreign to the bargaining relations of a peacetime market. 
This war economy was not balancing its books quarterly, 
yearly, or within the war period. Much of the “money 
that made the mare go” in the industrial field was pumped 
in by a process that left us with a war debt of 275 billion 
dollars. 

It seems to me that the country has probably given fair 
evaluation to all these factors of free enterprise in the 20’s, 
which ended in a grand smash; of government control of 
business in the 30’s, which failed to get us out of a depres- 
sion; and of the wartime business of the 40’s, in which Gov- 
ernment and private business in partnership muddled through 
the strains of a war emergency but by no means arrived 
at final answers to the problem of stabilized peacetime ac- 
tivity. In the light of this evaluation, they have through 
the courageous but tolerant philosophy of the Employment 
Act of 1946, given the system of private enterprise a new 
lease on life, making it the foundation and cornerstone of 
the system on which we propose to maintain our position as 
the leading nation in the postwar economy of the world. 

This Act assures private business a more favorable environ- 
ment in which to work than they thought in the 1930’s they 
could again count upon. Some might say that, if there was 
at that time a sweeping indictment brought against the man- 
agement of private business in this country, it has now been 
tried out at the bar of public opinion and no death sentence 
has been passed. It would, however, be too much to say 
that the charge has been completely dismissed. It might be 
more accurate to look at the present situation as one of pro- 
bation, in which it is up to private business management, by 
its future acts, to justify itself in the more favorable sur- 
roundings now provided. 

I would suggest that the key to this changed and on the 
whole promising outlook is to be found in the phrase which 
is common to the Employment Act of 1946 and to N.A.M. 
Declarations of Principles and other documents of this body 
which have been made again and again. That phrase is “free 
competitive enterprise” in the Declaration of Policy of the 
Act. You frequently use it in the form “competitive private 
enterprise.” The essential word is “competitive.” 

I have just called attention to the fact that industry did 
not operate in a competitive market during the war but in 
a controlled market in a deficit economy. Neither have you 
operated in a normal competitive market during the past 
year. It was still essentially a seller’s market characterized 
by inflation, the absorption of a substantial amount of war- 
time savings, and a noticeable resort lately to credit exten- 
sions and installment buying. It is pretty generally agreed 
that next year business will move into a truly, and at many 
spots no doubt a sharply, competitive market. That will be 
the testing time of business. It is up to you to show your 
capacity to do business in a buyer’s market. Unless you can 
allow the full volume of productivity of our capable labor 
force, our ample plant, and our marvelous technology to 
continue unabated and absorb within your long-time account- 
ing, financing, and managerial system such price declines 
as result, you will not have shown a capacity of the competi- 
tive free enterprise system adequately to serve the Nation’s 
needs. 

I am not suggesting that this is easy. But, over all and 
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in the last analysis, production provides its own purchasing 
power and the /evel of prices is not important if the whole 
wage and price structure is properly adjusted part to part. 
It is the attempt to prevent or slow down such adjustment 
by protective actions that restrict the volume of production 
that creates the mischief. Competition works itself out in a 
market of small units because no one can arrest or interfere 
with the competitive process. But our world of large organ- 
ized units gives plenty of chances to put sand in the bearings 
if the respective parties want to try it. Turning one’s back 
on such evasion of the law of supply and demand and finding 
ways to go on with full use of available resources—that is 
the meaning of competitive private enterprise and the chal- 
lenge of the years ahead. It is your responsibility to the 
system in which you profess undying faith. 

At this point you may say that I should not be saying all 
this to you but to the labor leaders. It is quite true that 
this applied also to them. I hope some day I'll have the 
chance to say it to a labor audience. But you can't pass the 
buck to labor any more than labor can pass the buck to you. 
They also regard themselves as part of the system of com- 
petitive free enterprise, and you must both of you find a way 
of getting together to hammer out a mutually sound ad- 
justment. I happen today, however, to be talking to man- 
agement, and so there is one general point I want to leave 
with you concerning the issue of stimulative competition vs. 
restrictive control. It is part of your responsibility in build- 
ing a competitve system that will bring about maximum pro- 
duction, employment, and purchasing power to see that, in 
coming to Government for economic legislation, you do not 
seek restrictive measures but rather those that prevent re- 
striction, price maintenance, and monopolistic control—just 
as much on your side of the fence as on Labor’s. 

Management is talking today a great deal about labor 
monopoly. As an observer I am quite aware that it exists. 
As an economist I see and deplore-—for labor no less than 
for the rest of us—the deleterious effect it has, at those places 
where it exists, on the attainment of “maximum production, 





employment, and purchasing power.” But let me caution you 
that in your efforts to purge Labor of restrictionism there 
be no hidden desire to gain for yourselves a buyer’s market 
for labor or that your own structures and practices do not 
harbor monopolistic restrictionism of your own. I hear a 
good deal about plans for fighting price readjustments in 
1947. 

My final word is as to the tremendous importance of the 
responsibility that at this moment devolves upon us all. 
Whether operating through the private organizations of 
business or the wider public organization of Government, we 
face a solemn hour of testing. At the end of a struggle that 
leaves most of the world lean and sick among ruined plant 
and. meager resources, we are fat and strong and richly sup- 
plied. Are we going to spend so much of our time in quar- 
reling over the division of the product or the prerogatives 
of management and the rights of workers that the product 
itself is curtailed and our rich resources stand only partly 
used ? 

It does not seem to me to require any abnormal degree 
of nobility amongst us to hope that we may come together 
for collective bargaining in good faith between the two 
basic partners in business so that production can go on so 
that all may share more largely. On the contrary, failure 
to do so would seem to me to reveal an unbelievable strain 
of stupidity or lack of the practical business sense or flair 
for efficiency that we like to call American. The major 
gains of “maximum production, employment, and purchas- 
ing power” would go to our sleek selves, not the hungry 
and weary of other lands. But sustained prosperity here 
would help them much by furnishing an active market in 
which they could sell and a productive market from which 
they could buy sorely needed goods. I would not be so 
quixotic as to suggest that America divide its coat with the 
poor man overseas. But we presumably would not grudge 
it if, by spreading as beautiful a table for ourselves as we 
are capable of providing, more and bigger crumbs fall to the 
mouths of the less fortunate. 


Problems Industry Faces 


THE MONTHS AHEAD 


By C. E. WILSON, President, General Motors Corp., Detroit 2, Mich. 
Delivered at Annual Dinner-Meeting, Illinois Manufacturers Association, Chicago, Illinois, December 10, 1946 


the Months Ahead,” is a big one. Some of these 

problems would have existed if there had been no 
World War. They have been accentuated and complicated 
by the War. Among these major problems are: 

(1) Organized unemployment and restricted production 
resulting from the policies of rival union bosses and labor 
dictators, and the unsound economic policies of unions as 
expressed by most union spokesmen. 

(2) Material shortages resulting from the war, and the 
lack of capacity production since the war, principally due 
to strikes and union activity. 

(3) Increased working capital requirements resulting from 
unbalanced inventories which have resulted from the un- 
a and irregularity of supply, and the increased price 
level. 

(4) Increased fixed capital required due to the higher 
cost of tools, plants and facilities, and an important increase 
in fixed overhead expenses due to such higher costs. 


M: subject today, “The Problems Industry Faces in 


(5) The difficulty of keeping costs and prices in balance, 
and threatened further inflation. 

(6) The exceedingly high national debt resulting from 
the war, and the failure to balance the budget in the decade 
before the war, together with the continuing huge federal 
budget and the excessively high federal taxes which these 
conditions impose. 

While I have listed these six problems facing industry, 
the first, THe Laspor Prosiem, and the last, THe Fiscar 
ProsLEM, are basic, and the others largely result from 
these two. 

In the coal strike just ended, we had an example of or- 
ganized unemployment and interference with production—a 
form of industrial civil war that almost proved disastrous 
for the whole nation. 

Americans do not like monopolies or dictators of any kind. 
They do not like them in government and politics, in finance 
and industry, and it is becoming increasingly clear that they 
not not like them in labor either. Americans instinctively 
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fear the loss of individual liberty through the abuse of 
power that a monopoly or any form of dictatorship creates. 

In the decade before the war a number of laws were passed 
by Congress with the laudible objective of fundamentally 
improving the economic position of workmen, including, the 
Norris-LaGuardia Act, the Social Security Act, the Wages 
and Hours Act, and the National Labor Relations Act. 

The stated purpose of the National Labor Relations Act 
is: “Te diminish the causes of labor disputes burdening or 
obstructing interstate and foreign commerce.” It certainly 
has not accomplished this desirable purpose. In fact, the 
abuse of the power that this act has given unions and union 
leaders has multiplied the troubles the act was intended to 
eliminate. The result is now an intolerable situation. 

This labor act has now worked out about like the prohibi- 
tion act, which was also passed with laudible objectives; 
namely, to promote temperance and improve the morals and 
health of the public. The abuses of the prohibition law and 
its administration were ultimately so great that the majority, 
fourteen years after its enactment, decided that the only 
way out was to repeal the law. Incidentally, this did not 
solve the liquor problem, and I am sure that the repeal of 
all federal labor laws would not solve the labor problem 
either. But I am equally sure that the majority of the peo- 
ple of our country now realize that there must be important 
reforms in labor union activities. The existing laws gov- 
erning labor relations must be amended in the interests of 
all the people and in keeping with American concepts of 
a free society. 

\s a nation we still face the problem of not only achieving 
a final sound settlement of the coal controversy but also of 
other threatened interferences with production. But we 
must not overlook the bigger problem of reforming our labor 
laws and their administration so that the conditions we now 
face and the organized unemployment and lack of produc 
tion we suffered last winter will not be repeated annually. 
The American people cannot stand annual work stoppages 
ind organized unemployment in one industry after another. 

‘The present situation was clearly forecast when govern- 
ment condoned and even supported the Communist-inspired 
sit-down strikes and plant seizures under the cloak of legi- 
timate unionism. We are now reaping the harvest of the 
whirlwind from the wind that was sown ten years ago, To- 
day, the power that this public policy created is threatening 
the very life of our nation. 


In our modern industrial society none of us can live ex- 
clusively by his own efforts. Everyone of us is dependent 
upon the activities of others for his very existence. Our 
country cannot survive in an atmosphete of industrial 
inarchy. 

1 am not in any sense making a political speech, but the 
recent elections show clearly that the majority of our fellow 
citizens recognized, even before the coal strike, that the 
policies followed in the last ten years must be changed. The 
new Congress has a great responsibility to see that sound 
remedial measures are promptly taken. The consistent rise 
since 1936 in the strength of the Republican Party has 
paralleled and coincided with the growth of union membership 
and the abuse of power created thereby. As the public has 
suffered more and more from the abuse of this power, public 
resentment has risen. ‘his resentment has been expressed in 
the only effective available way; namely, by voting against 
the administration which fostered and allied itself with this 
movement. If there is one clear mandate in the election last 
month, it is that there must be reform by legislation and 
improved administration to correct this intolerable situation 
in labor relations. ‘The public is insisting that such laws must 


recognize the interests of all the people and not simply 
promote labor monopolies. 

I am not advocating a return to the horse-and-buggy days 
in labor relations. I am sure no one would accuse me of 
wanting to substitute horses and buggies for automobiles. 

Workmen’s unions can have a sound and constructive 
place in American economic life, and the majority of Amer- 
icans are for them and do not want to destroy them. 

On the other hand the overwhelming majority recognizes 
that they must be protected against the predatory abuse of 
monopolistic power under the guise of unionism. They are 
willing to support sound measures to improve the lot of 
workmen, but they are not willing to place union members 
above the law of the land or give them special privileges 
not enjoyed by all other citizens. 

The majority of our fellow citizens, including union mem- 
bers when they think about the matter seriously, realize that 
the real improvement in the standard of living of our coun- 
try and in the welfare of workmen generally is funda- 
mentally due to the better tools industry has supplied and 
to the superior organization of industry and business that 
we have developed in our country under our system of free 
competition. 

Opinion may differ as to just how much unions can or do 
help their members, but even the most ardent unionsts must 
realize that in striving for the last 5% or 10% that might 
be gained for their members they must not destroy the 90% 
which they already have. They know that a truck driver 
can earn more and can be paid more than a teamster. They 
know that a man with a bulldozer or a coal cutting machine 
can earn more and can be paid more than a man with a 
pick and shovel. The reason men can be paid more when 
working with superior tools is because they accomplish more 
useful work. We all know that capital must be accumulated 
to pay for these superior tools. Most Americans are proud 
of our American industry and of what we have accomplished 
as free men working in a free society. They do not wish to 
see our industries handicapped or destroyed. While there 
are notable records of success of both employers and their 
employees without unions, there is no record of a successful 
union without a successful employer. 

In developing the new laws or modifications of old ones 
affecting unions and workmen generally, it is clear, at least 
to me, that these laws and procedures and the administration 
of them should be consistent with the following principles: 


(1) They must be economically sound. The effort to find 
political shortcuts to prosperity without work must 
be abandoned. 

) They must be ethically and socially sound. 

) They must be legally sound and enforceable. 

) They must be practical and understandable. 

) They must recognize the principle that we can all 
have more only if we produce more. They must re- 
ward industry and thrift and recognize that laziness 
and dissipation must pay their penalties. 

(6) They must recognize that the right to work—to 
compete for a job and earn a living-»—is superior to 
the privilege of striking. 

(7) They must recognize that labor monopolies, just as 
any other form of business monopoly are intolerable 
in a free society and must be regulated by the govern- 
ment or prohibited. 


The rewriting of our laws regarding industrial relations 
and the power of unions is extremely complex. There are 
many points which must be covered. There are five, among 
others, which seem essential: 


(1) Industry-wide bargaining should be prohibited. It 
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is the essence of monopoly in labor relations and has im- 
portantly contributed to the nation’s present difficulty. If 
labor monopolies are permitted on an industry-wide basis, 
employer cartels to match them are thereby made inevitable, 
and the product of this situation in the end will require 
state control of both. This is the Nazi-Fascist-Communist 
pattern. At the very least it would be wise for Americans 
to observe how this experiment develops and works out in 
England before we commit ourselves irrevocably to the same 
course. There certainly is a grave question as to whether 
England can achieve efficient production in its socialized 
industries without resorting to coercion and the destruction 
of essential personal freedoms and, finally, the dictatorship 
which has been the result of such a political philosophy in 
all other countries. 

Immediately at the end of the Japanese war, and while 
the guns were still smoking, the auto workers’ union, in an 
effort to break the nation’s wage-price, anti-inflation pol- 
icies, made its destructive “30% or else—” demand on Gen- 
eral Motors with this qualification: ‘““The Corporation well 
knows that for years we have urged industry-wide treat- 
ment of wage problems. We call upon it now to initiate 
the calling of an industry-wide conference for the purpose 
of establishing a uniform wage pattern for the entire industry. 

“In the event that the General Motors Corporation will 
give leadership to insure the convening of such a conference 
of the automotive and allied industries, we agree to waive 
direct negotiation with the General Motors Corporation in 
lieu of industry-wide negotiation. If you fail to take this 
step, however, we of course shall insist upon immediate neg- 
otiation with the Corporation on the demands stated herein.” 

To this position of the union General Motors replied, 
“As part of your demands you have suggested that we take 
the initiative and develop industry-wide bargaining with 
your International Union. We are not in a position to do 
this, and do not believe that it would be a sound develop- 
ment for our country even if we were. Our American system 
and the standard of living we have achieved are based on 
free competition. Industry-wide bargaining tends to dis- 
regard the peculiar or local interests of many groups of 
employes and of individual employers, to increase costs and 
prices and to affect adversely the interests of the people as 
a whole.” 

Gentlemen, when we made this decision we were con- 
scious of the risks involved. As it turned out, it cost Gen- 
eral Motors one hundred million dollars. We still think 
it was the right decision. 

(2) Compulsory unionism is totalitarian. The most basic 
democratic freedom is the right to dissent from the opinion 
of a majority without being subjected to coercion and loss 
of individual liberty. It is the basis of free speech. If labor 
leaders need compulsion to hold their unions together, there 
must be something wrong in the way the unions operate. 
No man should have to pay tribute to any private group 
in order to hold a job. Compulsory union membership is 
as antagonistic to American principles of personal freedom 
as compulsory membership in a church or a political party. 
It should be prohibited by law throughout all industry as 
it is on the railroads under the Railway Labor Act. 

(3) Unions must be subject to law. They must be sub- 
ject to the same laws regulating group and personal conduct 
that apply to other groups and all other citizens. Unions 
should not expect or be given any special privileges to resort 
to violence and intimidation. 

(4) The law governing collective bargaining must be 
clarified. The law says that employers must bargain collec- 
tively, but in all the language of the National Labor Rela- 
tions Act there is no definition of collective bargaining. 


What it is and the limits of collective bargaining must be 
clearly defined. Likewise, the law must be clarified so that 
management employees, such as foremen, do not have a con- 
flicting responsibility by being subject to union control. 

(5) Strikes over jurisdictional disputes, sympathy strikes 
and all forms of boycotts must be outlawed. Jurisdictional 
disputes must be resolved by judicial processes. 

These proposals alone, however, will not assure us of 
labor peace overnight. We have a long, hard row to hoe 
before that end will be achieved, even with the best reform 
of our present laws affecting labor relations. The spirit of 
cooperation will have to replace that of conflict. This will 
require many months of effort and the elimination from the 
ranks of unions of all subversive elements which are now 
attempting to use unions to create economic destruction and 
social chaos for their own anti-American ends. 

The second critical problem which all of us face as Amer- 
ican citizens is the heritage of debt from the war and the 
failure to balance the federal budget in the decade before 
the war, together with continuing high federal expenditures 
for non-essential activities. Our federal debt alone today is 
about equal to the entire wealth of all citizens before the 
war. As a nation we now have a one hundred per cent 
mortgage on our productive machine. 

Continuing high taxes mean that government is taking for 
its purposes too high a percentage of the productive effort 
of all citizens. When federal taxes amount to approximately 
twenty-five per cent of the national income, it means on the 
average that citizens work three hours for themselves and 
one hour for the government, or in terms of a forty-hour 
week, enjoy the fruits of thirty hours of their labor and work 
ten hours for the government. If such taxes are not re- 
duced, either an extension of the average work week will 
ultimately be required or a reduced standard of living for 
the citizens as a whole will result. 

During the period of shortages it would have been much 
more sensible to have worked somewhat more than forty 
hours, as we did during the war, instead of forcing organized 
unemployment on the country by strikes and continuing the 
period of shortages with the resulting increasing costs and 
prices. The sound policy now would be to reduce the tax 
load for non-essential government purposes and to improve 
the efficiency of our operations so that a satisfactory stand- 
ard of living can be achieved with the forty-hour week. 

Material problems, unbalanced inventories, uncertain 
prices, and high costs of tools, plants and facilities must be 
carefully watched by all businessmen to keep their activities 
on a sound basis. These problems will be solved in large 
part when we reform our labor legislation and our fiscal 
policies. 

We must avoid dangerous inflation, stop wasting the na- 
tion’s resources, quit quarreling and go to work. Americans 
want freedom from industrial strife just as they want free- 
dom from war. 

In conclusion and to emphasize again the importance of 
a sound solution of the country’s labor problem, it seems 
appropriate to quote from a speech made by the late Justice 
Brandeis in Boston at the conclusion of a long and bitter 
strike more than forty years ago. In speaking of what we now 
call collective bargaining, he said, “But conferences, though 
wisely condutted and with the best of intentions on either 
side, do not always result in agreement. Men fail at times 
to see the right; and, indeed, what is right is often in doubt. 
For such cases arbitration affords frequently an appropriate 
remedy. This remedy deserves to take its place among the 
honorable means of settling those questions to which it 
properly applies. Questions arise, however, which may not 
be arbitrated. Differences are sometimes fundamental. De- 
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mands may be made which the employer, after the fullest 
consideration, believes would, if yielded to, destroy the busi- 
ness. Such differences cannot be submitted to the decision 
of others. Again, the action of the union may appear to have 
been lawless or arbitrary, a substitution of force for law or 
for reason. 

“What, then,” Justice Brandeis asked, “should be the 
attitude of the employer?” He answered his own question 
in these words—‘‘Lawless or arbitrary claims of organized 
labor should be resisted at whatever cost. I have said that 
it is essential in dealing with these problems that the em- 
ployer should strive only for the right. It is equally as 
important that he should suffer no wrong to be done unto 
him. ‘The history of Anglo-Saxon and of American liberty 
rests upon that struggle to resist wrong—to resist it at any 
cost when first offered rather than to pay the penalty of 
ignominious surrender. It is the old story of the “ship 
money,” of “the writs of assistance,” and of “taxation with- 
out representation.” The struggle for industrial liberty must 
follow the same lines. 

“If labor unions are arbitrary or lawless, it is largely 
because employers have ignominiously submitted to arbitrari- 


ness or lawlessness as a temporizing policy or under a 
mistaken belief as to their own immediate interests.” 

Justice Brandeis then went on to illustrate his points by 
a specific example. 

He then went on to say, “Fortunately, the world is so 
ordered that we must pay the penalty for our sins, be they 
sins of commission or omission, of doing wrong or of suf- 
fering wrong to be done unto us. 

“You may compromise a matter of wages, you may com- 
promise a matter of hours—if the margin of profit will 
permit. No man can say with certainty that his opinion is 
the right one on such a question. But you may not compromise 
on a question of morals, or where there is lawlessness or 
even arbitrariness. Industrial liberty, like civil liberty, must 
rest upon the solid foundation of law. Disregard the law 
in either, however good your motives, and you have anarchy. 
The plea of trade unions for immunity, be it from injunc- 
tion or from liability for damages, is as fallacious as the 
plea of the lynchers. If lawless methods are pursued by 
trade unions, whether it be by violence, by intimidation, or 
by the more peaceful infringement of legal rights, that law- 
lessness must be put down at once and at any cost.” 


Modern Business Giants 


THE AVERAGE MAN MADE BUSINESS BIG 


By A. W. ROBERTSON, Chairman of the Board, Westinghouse Electric Corporation, Pittsburgh, Pennsylvania 
Delivered at Allegheny College, Meadville, Pennsylvania, December 5, 1946 


because the economic climate of the past three gener- 

ations favored such growth. In speaking of big busi- 
ness, I am not unmindful that there have been large organi- 
zations before this era. In antiquity Egypt was a great 
nation and left some enduring monuments as a result of its 
efforts, but it was a simple organization in a primitive civili- 
zation. The Roman Empire and the Catholic Church were 
later examples of large and powerful, but simple, organi- 
zations, 

Our knowledge of organization was apparently acquired 
recently. A study of history discloses that failure after fail- 
ure accompanied human efforts because of the lack of or- 
ganization. Consider the Crusades of the eleventh to thir- 
teenth century. For three hundred years Western Europe, 
the seat of such civilization as the world knew, was the 
spawning ground of huge hordes of pilgrims setting out year 
after year for the Holy Land. They failed miserably. They 
were doomed to failure from the start because of lack of 
organization. The pilgrims never seemed to be able to visu- 
alize their objective, count the cost, and plan successfully 
to reach the goal—the very essence of management. They 
did not know how to do what they planned to do. Modern 
business has learned this trick. 

In the centuries following the discovery of America, the 
shipping of Spain, the Netherlands and England began to 
develop some of the characteristics of big business. The in- 
dividual privateer with the single ship gave way to com- 
panies with many ships and planned routes of trade. Order 
began to appear out of the chaos of hit-and-miss sailings. 
But these too were simple affairs compared to what we now 
know as big business. One of the earliest larger business 
ventures in America was the Hudson Bay Company. It 
was a substantial affair but relatively simple in its operations. 
I+ dominated the north country but its problems were the 
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simple problems of purchasing the pelts from trappers and 
arranging to distribute food or items of barter over a sub- 
stantial territory. 

The first evidence of big business organization in America 
is to be found in our railroads and telegraph and telephone 
companies. As invention and development of things sus- 
ceptible of human use progressed, business developed to make 
use of them; or, truer stated, business expanded to make the 
newly invented thing or service available. No business ever 
grew unless it was furnishing something the people wanted 
and were willing to pay for. In the early stages it, was 
necessary to go through a long period of pioneering education 
before anyone knew of a new service and had any use for it. 
It always started as an expensive luxury, developing into a 
daily necessity familiar to millions of persons. Any other 
road did not lead to bigness. 

With the development of better transportation of goods 
and people through the railroads, and of communication of 
thoughts and words through the telegraph and telephone, 
the setting was right for the growth of nation-wide business. 
New scientific knowledge stimulated invention. New ideas 
sprang up like mushrooms. Material for the more abundant 
life multiplied at an unheard-of pace. As man climbed higher 
on new things his horizon broadened. It was a colorful 
period of life that most persons thoroughly enjoyed. Each 
individual was a part of an expanding universe. The old 
order was breaking down on all sides, yielding place to new 
and better ways. 

During all the past years of history, the individual or the 
family had been the unit of economic security. The home 
had been the place where man erected his barriers against 
the rigors of Nature; where he found shelter from storms 
and unpleasant climate; where he was protected while he 
worked making his clothes; and where he could store a 
little food from season to season. The ancient home had 
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been relatively self-sufficient; but gradually, as the era of 
new aids to living developed, the family began to lean upon 
and need facilities furnished by other men working in some 
organization devoted to making specific products. The 
farmer began to find use for new or better tools made by 
other men. The housewife learned the advantage of the sew- 
ing machine made by men and women working for the Singer 
Sewing Machine Company; the advantages of new soap to 
take the place of old handmade soft soap that removed the 
skin as it cleaned. She was enticed by the use of chemicals 
that softened her water, bleached her clothes, firmed her 
jellies. As these improvements crept into primitive homes, 
they changed and the inmates also. 

Man soon found that there was an advantage in dividing 
up the work of the world. The ingenuity and knowledge 
of especially gifted persons had developed the available know- 
how of society to the point where heretofore unthought-of 
services and machines and products could be segregated, made 
and furnished to others better than they could do them for 
themselves; and in many cases furnish things which they 
could not furnish for themselves. As a result men every- 
where, but particularly in America, began to work for others 
and not for themselves. The manufacturing of sewing ma- 
chines became a great industry because every housewife 
wanted one. Many men were employed to make the ma- 
chines and sell them and service them. All the accumulated 
knowledge and suggestions as to how they could be im- 
proved were gathered together and analyzed and studied and 
applied and tested and finally adopted if the women who 
used the machines liked the change. Machine tools were in- 
vented to help the workmen do their work. The first sewing 
machine was a crude affair but it soon developed into a de- 
vice that could do anything required by the most fastidious 
and dainty seamstress. She could sew ten times as many 
things as she could with her own hands. She could have 
more than one pair of curtains; she could have more clothes 
and her children could have more clothes. This stimulated 
the textile industry which had taken over the weaving from 
the housewife years before. It stimulated the need for wash- 
ing machines, since the washing had increased as more 
clothes were available and worn. 

I shall not follow these various inventions down each 
trail to their individual lairs but I cannot resist pointing out 
that, as more washing machines were used, the washing was 
more thorough and the standards of cleanliness of everyone 
were raised. All sorts of new things were needed to keep 
clean and organized groups of workers of some big busi- 
nesses were eager to provide them. 

Although we have promised not to run things down to 
their ultimate use, we are prompted to state that the sew- 
ing machine had scarcely reached the American home before 
the art of sewing, as expressed in making garments, was 
organized into a business by enterprising persons and clothes 
were made by machines in factories better and cheaper than 
the housewife could make them at home, even with her 
sewing machine. And so the making of clothes moved out 
of the home into the factory as other things had done and 
were to do. 

This new system of providing special goods and services 
for the world developed at fantastic speed and soon domi- 
nated our civilization. As each new thing was developed, 
the way of life of people changed and they found other needs 
which other people were able to make and supply. And 
America, the home of big business, the land of plenty with 
more and more of everything in fantastic extravagance, be- 
came the envy of the world. Immigrants poured in. It was 
inevitable that, in such an atmosphere, people of superior 
managerial ability should develop superior organizations to 


furnish things that the growing needs of the people de- 
manded and were willing to pay for. Undoubtedly, if in- 
crease in the standard of living is a fair measuring stick, the 
public got value received; and the maker of the product, 
through improvements in his manufacture and organization, 
was able to sell it at a profit. 

It is obvious that an organization furnishing a product 
during this period must sell it at a price to cover its ex- 
penses and leave a margin for expansion. As a matter of 
fact, this was easily accomplished because in such a period 
of expansion methods of manufacture improved almost daily 
and prices were generally good enough to provide a profit 
for the better managers. All others passed out. Casualties 
in business are always terrifying. ‘There is always an epi- 
demic ravaging business. The bankruptcy courts are full of 
examples of poor managers, who couldn’t make both ends 
meet under the same conditions that better men find ideal 
for prosperous operation. In thinking of the Chrysler Auto- 
mobile Company, the scores and scores of automobile com- 
panies that failed are forgotten. The risk that surrounds 
the average industrial infant is as real as the risk that the 
infants in a large family formerly faced. I have been told 
that Caruso was one of twenty-one children, only three of 
whom grew up. It is no uncommon thing to have eighteen 
deaths in business that three may survive. 

Those organizations which do survive usually have the 
knack of fitting into their environment, which is another 
word for giving the public something that it wants. Such 
organizations grow into big business and have vitality com- 
parable to the big trees of California that neither fire nor 
storm can kill. Their vitality is equal to all demands and, 
no doubt, lesser trees look up at their growing crowns with 
envy. Petroleum may make our machines run, our airplanes 
fly, but it needed big business to bring it from its hiding 
place in the earth’s crusts to our machines. Big business 
is at least the good right arm of practically every valued 
necessity of our economic life. 

Enough of how the world happened to arrive where it is. 
We now live in a world of big business where huge organi- 
zations furnish products and services for everyone. ‘They 
vary in bigness, but any of them that you may think of may 
be classified as “big’”’ compared with an organization of three 
generations ago. ‘They appear as permanent as the hills. 
It is not remembered that they ever had humble beginnings 
and had to serve well to grow big. It is not remembered 
that they have a precarious day-to-day existence, even as you 
and I. Our hearts must beat seventy-two times every minute 
and we must breathe in a few cubic inches of air every few 
seconds or die. So it is with big business. It must breathe 
and eat every day in the year. Night and day things move 
in and out of its warehouses. If it is well nourished, it may 
outlive the human beings that created it but, being made by 
mortals, it too is mortal and will ultimately die. Not too 
much is known about the disease of a business organization, 
but the general effect is probably much the same as old age 
on the human body. The distribution arteries will become 
hard; the central pump weak; and its brain tired. And after 
becoming old and feeble, it will die and pass into oblivion as 
its weaker competitors have done. 

The modern big business organization is perhaps the most 
unusual and greatest of man’s inventions. It is too recent 
an arrival to be well understood. In fact, it is growing and 
changing so fast that it does not lend itself to examination 
or analysis. Edison is honored as the inventor of the electric 
light, the one source of illumination without danger of fire, 
but that invention would have been of no use to you with- 
out the business organization which brings it into your home 
and factory. A business organization is the only known 
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means of bringing inventions and knowledge to you. Some 
speculate that government could do it, but government never 
has. 

The schoolboy might be able to learn about electric en- 
ergy—how it functions; what are good conductors; what are 
good insulators; how to make a generator and a motor; how 
to switch it on and off and control it—but if a man should 
spend his whole lifetime trying to make these products, he 
wouldn’t be able to produce more than a flicker in the way 
of an electric lamp even for his old age, let alone for his 
youth. Only by the work of a highly skilled and specialized 
organization can you have your electric bulb. 

Modern business organization has grown out of the wealth 
of products and services which knowledge has made available 
for our use. Big business has made the furnishing of these 
things its job. Without these products and services, there 
would be no use for big business organizations, so there 
would be no such organizations. 

Let us stop for a moment and examine the present form 
of a typical large business organization, realizing of course 
that they all vary somewhat even as one tree varies from 
another. I have stated that the organizations prior to those 
of the present era were simple. I now propose to show that 
modern organizations are complex. 

The familiar form of a business organization with its 
common stocks and bonds, stockholders, directors, president, 
vice president and other officers needs no amplification here. 
The Eisenhowers, Montgomerys, Halseys and MacArthurs 
of the business world need thousands of assistants with dif- 
ferent titles as do military leaders. A mere list of some of 
the departments in a company managed by assistants to the 
president is informative. Every organization of any size 
will have an Accounting Department, an Industrial Rela- 
tions Department, an Engineering Department, a Public Re- 
lations Department, a Research Department, a Purchasing 
Department, a Legal Department, a Manufacturing or Pro- 
duction Department, a Testing Department, a Sales De- 
partment. And each of these departments has sub-divisions 
of importance. For instance, the Accounting Department 
will have a Payroll Division, an Employe Accounts Divi- 
sion, a Capital Stock Division, a Budget Division and a Tax 
Accounting Division. 

One of the odd characteristics of a smoothly functioning 
business organization is the number of people employed to 
supervise and direct others. Generally speaking, more work- 
men are employed to plan, direct, supervise and record the 
work of others than there are men engaged in productive 
work. On the surface such an organization would seem to 
be top-heavy with overhead expense and yet, with this com- 
bination of productive and supervisory labor, many times 
greater results per individual worker are achieved than under 
unsupervised conditions. 

With these various departments, activities and functions, 
it is necessary for business to have co-ordinating machinery 
of the highest order. This co-ordination is usually found in 
committees that have no executive authority but study prob- 
lems and observe operations and make recommendations. 
Such committees may bear the descriptive name of Policy 
Committee, Functioning Committee, Planning Committee, 
etc. Their personnel is usually made up of executives from 
many divisions, capable of throwing light on all phases of a 
subject. 


Over the years special laws have been enacted covering 
business organizations which must be known and followed. 
Corporations must be more certain that what they do is 
legal than most individuals are. It is not wise for corpora- 
tions “to take a chance” as the saying goes. Other impor- 







tant requirements are that it be financially sound in that it 
must at all times be able to meet its obligations; to purchase 
its supplies; to pay its wages and taxes. 

Even in a brief article, mention must be made of the men 
and women working for and operating an organization. Un- 
less free citizens offered to work for a company, it would 
be without the necessary labor. The well-run company sees 
to it that its workmen are satisfied with their work and work- 
ing conditions—so much so that men recommend jobs to their 
sons and to their friends. The good will of most organiza- 
tions is so evident that honest effort and good workmanship 
are the rule, even when employes are not being watched. 
In other words, a good organization functions well because 
its individual members, be they 100 or 100,000 are inter- 
ested in doing their work well as well as doing, from time 
to time, extra things which enable the organization to func- 
tion satisfactorily. Any well-run organization receives from 
its employes in the course of a year thousands of suggestions 
as to how to do things better. Employes making such sug- 
gestions are rewarded in some suitable way. They may be 
promoted in line with their interests and activities or may 
be rewarded with direct money payments. 

A good organization must be permeated by good will. No 
complicated modern organization could function as an army 
of reluctant and rebellious slaves. The workman in an or- 
ganization is controlled in part but he is also free to use 
his initiative. When these two forces—control by manage- 
ment and initiative of worker—are in happy balance, the 
organization runs smoothly. Too much of either control or 
freedom of initiative causes friction and loss of efficiency. 

The East Side Steel Company reports that the process of 
spreading tin on steel is not satisfactory, that it has an idea 
that tin could be spread thinner and better by some process 
involving the use of electric high-frequency waves for in- 
stantaneous heating. The war is on and the supply of tin 
is scarce. Any economical and practical way of reducing 
the amount of tin necessary to coat sheet steel to protect it 
from rust is a most desirable thing to accomplish. The West- 
inghouse Electric Corporation undertakes to bring about the 
desired result. As a matter of course it will take steel and 
iron and copper as raw materials and, with the use of mica, 
cotton fabric and varnish, make certain electrical devices 
which, when operated in conjunction with mechanical forces, 
move the steel sheets in a continuous flow (which in itself 
is a miracle) through rolls and, as it moves, mysterious so- 
called tubes will throw out short electric waves so potent 
that they immediately melt the tin as it passes through the 
field at the rate of six hundred or more feet a minute. This 
melting smooths out the tin, enables a thinner coating to 
cover a like space of steel, and finally results in saving at 
least forty per cent of the tin necessary in older processes. 
It would take too long if one attempted to study all the 
knowledge together in a company to do this one job which 
is, of course, only one of thousands of similar things it is 
called upon to do. It required men skilled in the knowledge 
of steel making, skilled in the knowledge of all kinds and 
types of electrical apparatus. It required scientists who know 
mysterious things, such as waves that travel at the incredible 
speed of light and pass through seemingly impenetrable sub- 
stances. All these skills and knowledges have to be coordi- 
nated into a harmonious whole so that they may work to- 
gether and produce a result agreed upon as an abstract ideal 
before starting. Super-imposed on all of these functions 
must be the ability to sell this service so that the necessary 
money can be obtained to buy the materials, compensate labor 
and pay taxes. Plans must be laid for the future; ideas 
which promise best for new products sought out and ex- 
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plored; all to be done in such a way as to accomplish suc- 
cessfully the purpose of the large organization which is to 
beat the competitors and serve the public well enough to 
keep alive. 

By way of further example, I suggest that nothing but 
sheer magic enables an automobile company to collect steel 
and copper and oil and rubber ard cotton and paint and 
gears and springs and meters and instruments—in themselves 
complicated beyond belief—with a squirt of air here and a 
dash of water there and produce, out of the jumble, a swanky 
automobile which even a fool may drive and which could 
carry you in comfort where a mule would hesitate to go. 
Only the magic of organization can do this. One man work- 
ing a thousand years could never do it. Neither could a 
thousand individuals working one year. It takes the hands 
of thousands of men with the brains of thousands of others, 
properly organized and directed, to do it. 

The modern businesses that thrive so lustily have so per- 
fectly satisfied the age in which they live that they have in 
many cases grown out of proportion to the rest of the world 
and, in growing, have killed off lesser organizations, even 
as a big tree draws away the sustenance of the earth from 
the smaller and weaker trees around its base. In other words, 
bigness not only dwarfs littleness by comparison but actu- 
ally tends to make little things smaller. This seems to be the 
inevitable law of life and business cannot escape it any more 
than natural things can. 

Big business in the vigor of its early youth and sturdy 
manhood took everything in its stride, voting itself a bene- 
factor of the human race because everything it did was obvi- 
ously eagerly taken by the public that demanded even more. 
Under such conditions it was perhaps natural that big busi- 
ness should overlook the growing hostility of those adversely 
affected by its growth. It was, perhaps, inevitable that as 
business got bigger the little organizations, being stifled or 
completely ruined by big business, should raise their voices 
in protest until the protest became an angry chorus that com- 
pletely drowned out the sales talk of big business. The 
public continued to support big business by buying and using 
its products. At the same time the inconsistent public con- 
demned it for the injury being done to the small competitor. 
In the public press little business is protected. Big business, 
which is only little business grown up, is condemned. 

A good example of this inconsistency of the public atti- 
tude is to be found in the growth of chain grocery stores 
that now blanket the country. These chain stores did not 
grow by virtue of some early advantage which enabled them 
to spread over the country. They grew because the housewife 
preferred their services and prices. In other words, they 
served her better than the little ones; therefore they got her 
trade. Notwithstanding this obvious public preference, the 
representatives of the people went to their legislatures and 
passed drastic law after drastic law with a view of curbing 
the growth of these big business retail organizations which 
the housewife, by her own efforts, was building into greater 
and greater organizations. 

This is not an attempt to defend the effect of bigness on 
littleness. It is an effort to state clearly, and perhaps too 
briefly, what really happened and why. As we have said, 
there is no guarantee that a business will succeed because 
its founder has faith in it. The bankruptcy courts are full 
of failures and few of them are caused by the competition 
of big business, although some undoubtedly are. Most of 
them are due to incompetent management—failure to do 
many of the absolutely necessary things that must be done 
if a business organization is to thrive and prosper—in other 
words, live. 





As a result of the rising chorus of protests from small 
business, the public attention was attracted to the evils of 
big business, and its good qualities, taken as a matter of 
course, were overlooked. It is the same old story of the street 
fight where the husky fighter, well able to take care of him- 
self, does not have the sympathy of the crowd, even though 
the weaker man may be the aggressor. 

College professors and economists took up the study of 
big business and found almost unanimously that it was evil. 
This is a literally true statement. Big business, that had 
grown big because it served the public well, was found by 
them to be an economic and social evil. We may search the 
pages of the books of our schools and colleges in vain for 
any defense of big business or anything that approaches an 
intelligent understanding of what big business is. 

Life contains no greater paradox than the popular an- 
tagonism to big business. The average man made business 
big. Big business caters to his tastes; makes the cigarettes 
he wants; carries him where he wants to go; carries his 
burdens; and yet the recipient of all these gifts fights the 
giver, big business, at every turn. 

Even though the Sequoias have survived thousands of 
years of storm and stress, if the climate became definitely 
adverse, they would die. So it is with big business. It has 
thrived and is thriving; but if the social climate becomes ad- 
verse enough, it too may die. Big business is a natural growth. 
Bigness cannot be produced by executive order and, in a very 
true sense, the service of big business is not possible from a 
bureaucratic source. The attendant of the Standard Oil 
Company may wipe off your windshield, but would a Gov- 
ernment official ? 

Let us now explore the fundamental characteristics of a 
big organization. It is the best example of co-operation to 
be found among men. An organization brings together men 
of different talents to contribute something in which each is 
particularly qualified to the efforts of the whole. The 
specially trained scientist who knows all about the metallurgy 
of tungsten would have little value except in an organization 
that makes use of rare metals. It is so precious a metal that 
it is used as little as possible. In this way the tungsten ex- 
pert joins with different types and kinds of people to make 
some practical product which needs only a little tungsten. 

The big organization enables a group of skilled people 
to unite and contribute their combined knowledge to a com- 
mon cause. This multiplies the chances of success. This 
speeds up the process of invention and discovery and un- 
doubtedly explains in part the remarkable progress made in 
America by and through business organizations. For Amer- 
ica, we must remember will be known in history as the 
place where business first flourished. Whatever we are as 
a people, business has much to do with it. 

During the growth of big business our economy has 
changed from a food and sustenance basis to a luxury basis. 
Once 80% of the population was engaged in producing food. 
Now only 22% is required to produce food. Big business 
was 4 governing factor in making this change. Meanwhile 
man no longer worked from sun to sun and woman’s work 
was largely done. 

As men learned to make things in factories, they also 
learned to do them more swiftly and with less effort. Ma- 
chine tools of a bewildering variety were installed to do 
the labor which men had formerly done. The final result 
was that less labor was required to do a standard job. Con- 
sequently the prices of products went down or better prod- 
ucts were furnished at the same price. 

Out of this grouping together of skilled men has grown 
the great research laboratories of big business from which 
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improvements and new ideas flow daily. It is significant that 
these laboratories of the modern world are to be found in 
business organizations and in the universities. Such research 
is a continuing blessing to the human race and, in the hour 
of national need, from these research laboratories came the 
necessary knowledge to arm our soldiers and sailors with 
superior weapons for victory. Tanks with guns that held the 
target regardless of motion; radar that saw in the dark and 
pointed guns at flying objects; electric torpedoes that made 
no noise and left no wake; and of course airplanes, sub- 
marines, ships, ordnance and everything that we used in war 
are examples. 

The big organization is a product of a few conspicuously 
superior people. In the old days a superior man was limited 
in his efforts. He had the better barns, the better cattle, 
the better farm. His family was better clothed. He was 
able to take care of the weak and was generally the leader of 
his community. But he stopped there. There was no way 
in which his ability could be multiplied beyond the borders 
of the parish. Not so with ability in the big organization. 
Here the able administrator finds ways and means to multi- 
ply his efforts by the efforts of thousands who are able to 
help him. Henry Ford, General Eisenhower or other lead- 
ers are examples of able men, moving in fields of vast scope, 
creating the first low-priced automobile and doing innumer- 
able other things to advance human affairs. 

Only big business has sufficient demand to justify the use 
of mass production methods. This well-known modern man- 
ufacturing technique is the secret of low-cost production re- 
sulting in low-priced luxuries within the reach of the com- 
mon man. All medern conveniences, from the automobile 
to the refrigerator and from the radio to the x-ray, are ex- 
tremely intricate machines. If they were not built under 
mass production methods, they would cost ten or a hundred 
times more than they do. Mass production methods, as ap- 
plied to the manufacture of machines and material for war, 
have attracted world-wide attention in recent years. Under 
the magic of this method, America not only equipped her 
own armies within the space of a few years but furnished 
surplus materials in huge quantities for her Allies. For the 


time being, at least, big business had again served its world 
well. 


As goods produced by mass production increased, the world 
helped itself freely from the supply of cheap products, little 
realizing that everyone would be working shortly in the fac- 
tories producing the goods it was buying. So, as time went 
on, big business was not only supplying most of the products 
needed by the world, but also most of the employment. Per- 
haps this is the seat of the distemper of our day. 

Big organizations assist national unity. It is good that 
the people in California can buy and use the same things 
as the people in New York. It is good that the people in 
Florida can buy and use the same things as the people in 
Michigan. There may be no proof of this, but I hazard the 
conjecture that without national business organizations we 
would not be a nation extending from the Atlantic to the 
Pacific. We would be a provincial people, quarreling among 
ourselves. 

Big business is law-abiding. It does not violate the law 
with impunity. Sweatshops are seldom found under the 
cloak of big business. Big business is sanitary. Big business 
is a good place to work and young men seek employment 
with a large organization. 

Big business is humanitarian. It started pensions long be- 
fore the national government discovered that the voters 
needed protection in their old age. Big business has long 
carried life insurance for employes to assuage the sorrow and 
grief that follows death. Big business has developed safety 


to a point far beyond anything known when all business 
was small. 


But, since big business is big, it attracts attention. Since 
it is successful it attracts envy. Since it is necessary, it pro- 
motes fear. Since it hires most of us, we fear unemployment 
and blame big business. There are more small trees than 
there are big trees and it is natural for the little tree to feel 
dwarfed by the big one. Society threatens to cut down big 
business. Before swinging the ax, it would be wise to look 
around and make certain what will grow in its place after 
it is gone. 


Should Teachers Be Abolished ? 


MONEY SPENT ON EVERYTHING EXCEPT GOOD TEACHING 
By EARL L. VANCE, Head, Journalism Department, Florida State College for Women, Tallahassee, Florida 


Delivered before the Parent Teachers’ Association of the Demonstration School 


of Florida State College for Women, Tallahassee, Florida, November 21, 1946 


T seems generally agreed that public education in this 
country is in none too healthy a state. This is not news 
to those who read. Discriminating observers and edu- 

cators have been saying it with great unanimity for many 
years. It has even got in the newspapers and popular mag- 
azines. National education groups have appointed commis- 
sions to study the problem. Harvard, among many colleges, 
has issued its report. In our own state we have a Citizens’ 
Committee studying education. 

Where does the trouble lie? I have often heard this dis- 
cussed. Students say the trouble is with the teachers. Teach- 
ers say it is with the parents. Parents say it is the “schools.” 
Schools say it is the colleges. Colleges say it is the schools. 
Both say it is the politicians. Politicians say it is the pro- 
fessors. ‘The professors say it is the administration. And 


administrators notoriously don’t talk. They do not even 
admit anything is wrong. 

It is a revealing commentary, isn’t it, that in a body like 
this, where you have all groups together for once—parents, 
teachers, administrators, and I suppose some politicians—the 
educational problem seldom can even be discussed. The 
PTA supposedly is concerned with education—not curtains 
or flags or gold fish. But the latter is more likely to be what 
we talk about. 


What, then, is the trouble? I think there is more 
agreement than we may suppose. At least there is substantial 
agreement in the various published criticisms. 

There is agreement that if teaching is to be a profession 
and not merely a catch-all for those temporarily without 
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other employment, it must pay a living wage, which would 
be about double what it now pays. 

There is substantial agreement that the certification laws 
should be revised—particularly that the present excessive re- 
quirement of education courses must be greatly reduced, and 
arbitrary and artificial requirements abolished. 

There is agreement that subjects have been too isolated 
from each other and from the student and from life-—that 
there is need for more integration, less specialization. 

There is substantial agreement that we have put too much 
of too many rather light-weight subjects in the curriculum, 
that the central purpose cf education for intelligent living 
has more and more been crowded out. 

There is agreement that we need more education in edu- 
cation—more thinking, more ideas, more teachers with ideas 
and fewer uneducated charlatans who are actually inhos- 
pitable to ideas. 

There is agreement that we need more democracy in the 
schools—more freedom for the teacher in the exercise of his 
important function, less interference from pressure groups 
of all kinds, more security of tenure to insure this freedom. 

But more than anything else, I think, there is agreement 
that what the schools need is more good teachers. At long 
last it is dawning on people generally that teachers have 
something to do with education—that getting better educa- 
tion is largely a matter of getting better teachers. 

Too long we have paid little attention—and of course 
less money—to teachers, then tried to atone for the sorry 
results by employing additional supervisors, supervisors of 
supervisors, coordinators, personnel experts, counsellors, and 
expert bosses generally. With the increase in the educational 
machinery and in the amount of money spent on everything 
except good teaching, it has sometimes looked as if teachers 
might be abolished entirely from the educational system. 
I think the time may yet come when we shall have either 
to abolish teachers or abolish some of the supernumeraries 
that make teaching more and more a matter of filling out 
forms and answering questionnaires. I know one teacher who, 
after many years of successful teaching, actually did quit 
because, she said, so much of her time came to be taken up 
by supervisors and the corresponding multiplication of re- 
ports that she didn’t have time to teach any more. 





There is agreement, among teachers I’m sure, that we 
have gone to seed on this matter of educational function- 
aries, who get the only living wages in the teaching profes- 
sion—and don't teach. If you have good teachers you don’t 
need an army of supervisors—and if you don’t have good 
teachers all the supervisors in the world can’t make poor 
teachers do good teaching. 

The Demonstration School should lead the way in rec- 
ognizing the worth of teachers. Good teachers are much 
harder to find than good office keepers and general school 
managers, but at the present time the only way a teacher 
can get the top salary is to stop teaching and manage an 
office. This school (and every other school, for that matter) 
should pay good teachers, not for becoming supervisors or 
something else, but for teaching. The time must come, and 
parents and teachers must make it come, when good teachers 
must be recognized for what they are—the rarest of God's 
creatures—and paid accordingly. Enterprise, imagination, 
originality, courage must be encouraged. Safeness, adherence 
to the rote and commonplace, colorlessness must not be the 
road to promotion and an eternal job. 

There are few places in the United States with such an 
opportunity to do something really significant for good teach 
ing and for education in general as the little school we are 
now in. More of Florida’s teachers have received their in- 
troduction to teaching in this little building than in any 
other school. Here, above everything else, truly good teach- 
ers should be prized and honored and rewarded. Salaries 
here should be far above the usual to attract and hold the 
best teachers. Those preparing to teach need to see what 
good teaching is. 

Truly this should be a “demonstration school,” where 
young student-teachers can see teaching at its best, so that 
when they go out they will have a vision of what superior 
teaching is. This school, being freer to control its destiny 
than most, should aim for extraordinary excellence. It should 
be not merely good but outstanding—a school with a long 
waiting list of discriminating patrons who want something 
better for their children than what can be found in the usual 
school. It should be a model of truly democratic education, 
administered in a truly democratic spirit. 


Stabilized Employment in Action 


THE PROCTER AND GAMBLE PLAN 


By WILLIAM G. WERNER, Manager, Division of Public Relations, 
The Procter and Gamble Company, Cincinnati, Ohio 


Delivered before Employers Association of Chicago, Chicago, Illinois, November 15, 1946 


HE only way to understand the Procter & Gamble 

Guaranteed Employment Plan, I believe, is for one 

to see how it fits into the Company’s general philos- 

ophy of management’s relation to employees. So, in order 

to help you do this, I am going back a little into the history 
of Procter & Gamble employee relations. 

About 60 years ago, as the Company started to grow to 

a size where the head of the business could not know every 

man in the factory by his first name, even then one could 

have reflections of the management’s forward-looking atti- 

tude in what is now known as “industrial relations.” The 

Company, for example, was one of the first to establish 

the Saturday half holiday, at a time when tradition assumed 





that every man worked from sun to sun, and sometimes on 
Sundays besides. 

During the industrial upsets of the 80’s, in the then single 
Procter & Gamble plant, even under what were considered 
unusually good working conditions in that day, the organi- 
zation suffered from strikes. William Cooper Procter, son 
of the senior partner and just out of college, was disturbed 
by conditions of unrest in what should have been a harmoni- 
ous, smooth-running organization. 

His mind already had commenced to formulate that sound 
philosophy concerning an employer’s responsibility to em- 
ployees, which was to leave such deep impress upon the 
Company’s industrial relations policies for years to come. 
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Under his persuasion the partners adopted a Profit Sharing 
Plan, which, with modifications, has been part of the Com- 
pany’s employee policy ever since. From then the business 
has grown until today it operates a chain of plants from 
coast to coast, and plants in other countries besides. Since 
that time, although important changes have taken place and 
additions have been made to its employee plans, never really 
has there been any change in the basic philosophy or attitude 
toward employee relations espoused by William Cooper 
Procter over sixty years ago. Vacations with pay, sick ben- 
efits, safeguards and training for safe operation, healthful 
working conditions, wages equal to the going wage for sim- 
ilar jobs in the community—all of these have come, but each 
of them has been an exemplification of the point of view of 
William Cooper Procter toward those who worked with 
him in the organization. 

It is not surprising that such a man should want to do 
something about the biggest industrial relations problem of 
all—that of assuring more stabilized, regular employment 
to these production workers. Right after the First World 
War he was thinking about the problem even more, and 
finally he determined to do something about it. The soap 
industry at the time was pretty much of a feast-or-famine 
business insofar as volume of sales was concerned. Practi- 
cally all of the soap was sold by manufacturers to whole- 
salers. Both the salesmen and the buyer seemed to follow 
the trend of the tallow market and the hog crop, and to 
ignore the actual consumption of soap by the housewife, in 
figuring the size of orders. “The manufacturers for their part 
did apparently everything that was possible to encourage this 
sort of buying on hunch. Once or twice a year a salesman 
would “work the trade” with store-loading sales offers which 
loaded dealers and sixty days later caused soap to back up 
in wholesale and retail warehouses, but not to any extent 
in housewives’ pantries. 

Naturally, with orders coming in heaps at one period and 
failing to come in valleys later on through the year, the 
problem of factory production was part of the time a mad 
scramble to get out the business, and part of the time a 
shut-down. Mr. Procter, as a young college graduate, had 
rubbed shoulders with the men who some Saturday were 
laid off—possibly never to return to the job. He saw first- 
hand what lay-offs meant to these men—to their family 
budgets—to their outlook toward their economic future. 
Later on, as a production executive, he was able to appre- 
ciate what such periods of factory idleness did to costs, to 
quality, and to profits. It was all wrong. 

He reasoned through all of this to what now seems a 
very simple conclusion: ‘Consumers use as much soap one 
day as the next—why don’t we produce as much soap one 
working day as the next throughout the year?” From this 
conclusion—an elementary one, you might say—came the 
Procter & Gamble Guaranteed Employment Plan. But be- 
tore the Company could decide to turn out an approximately 
equal number of cases of soap each working day in the year, 
arrangements had to be made for storing, selling, and ship- 
ping it. Then, too, leveled-out selling throughout the year 
was not possible if the control of the large-volume units of 
sales were not in the hands of a sales force trained to assure 
that kind of selling. So the Company set up, as the first 
step, a larger sales force, to make possible direct as well as 
jobber sales to dealers—a force through the medium of which 
we could level out the year’s sales volume. 

Then we had to set up a way to estimate that tonnage 
for the production end of the business. Under the new sales 
force setup, the country was divided into units, each of 
which covered, say, two million population. Each three 





months, the supervisors in each of these units were asked 
to estimate their sales volume brand-by-brand for the suc- 
ceeding quarter. The estimates of these supervisors were 
reviewed by their district managers, consolidated, and then 
in turn were reviewed by division managers and consolidated 
for final review by the general sales manager for transmis- 
sion to the production end of the Company. It is interesting 
to know that although all of these people doing this estimat- 
ing were salesmen or sales management men, who popularly 
are supposed to be alternately over-optimistic or over-pes- 
simistic, through the years we have been able to estimate our 
yearly sales (in anything like normal times) within probably 
one or two percent of actual. With these estimates, then, 
it was possible to schedule production at each plant (and by 
this time we had several soap-making plants) on a monthly 
basis, broken down into working days, plant by plant. 

Now, of course, the dealer did not necessarily buy the 
same number of boxes from us each time the salesman came 
around. He was human, after all, and if he saw commodity 
prices in general climbing, he was likely to want to load 
up on such established good sellers as Procter & Gamble 
brands—Ivory, Crisco, Chipso or P and G. We recognized 
the point of view of the dealers who wanted to buy a little 
more heavily by offering to book up to sixty days’ supply 
ahead, to be shipped at our convenience; but we would take 
no orders for more than sixty days in advance. 

Likewise, during a time when dealers became panicky over 
prices of commodities in general, naturally they became 
worried about soap prices, too, and held back in their buy- 
ing. So we arranged for additional storage facilities, for 
thirty to sixty days’ production. At such times our ware- 
houses commenced to fill, but usually within four to six 
months, one dealer after another would begin to buy more 
freely, the goods would start to move out and the storage 
stocks would drop to normal. They bought more because 
the basic theory of level consumption back of the plan was 
sound. Consumers were using soap regularly, day after day, 
despite the dealers’ buying fears. 

Naturally, the application of a plan like this called for 
some real educational work with men in the sales organiza- 
tion—they had to be sold the value and importance of Guar- 
anteed Employment to the Company and to them. They had 
to realize that just because some dealers somewhere wanted 
to load up ’way beyond the requirements of consumer con- 
sumption the factory wouldn’t agree to put on an extra shift 
to take care of the business. They had to be sold the idea 
that the Company would take care of the true needs of 
their dealer’s housewife-customers, who were consuming 
soap steadily, at a level rate. 

Nor was the sales force the only department of the busi- 
ness with which some educational work had to be done. 
There were many reasons—at first—why the plan would 
not work in the opinion of those in charge of the production 
end. But after a time, here, too, the outstanding advantages 
of the plan became apparent, and ways were found to over- 
come the obstacles. Now, it is generally agreed that produc- 
tion results utterly impossible before the plan are now being 
accomplished because of it. In the buying end of the busi- 
ness, likewise, a changed point of view was necessary when 
the plan was first inaugurated, and here, too, returns were 
soon found to be even beyond expectations. 

This change in sales plan and production scheduling, then, 
enabled us to put in effect at all of our main plants an 
employment guarantee in 1923, and it has been in effect 
with relatively little change, ever since. Very simply: 

We guarantee a worker 48 weeks’ work in the calendar 
year, provided he wants to work and will take any job 
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we can give him. (Please get this straight: we don’t 
guarantee an “annual wage’—we guarantee a job.) 

The employee’s pay is controlled by the rate which 
covers the specific job he is working on. 

We don’t guarantee every factory employee: a man 
has to be with us two years, by which time we both can 
feel that his association with us is more or less permanent ; 
so we have the two-year period of probation. 

We don’t guarantee 52 weeks’ work. We guarantee 48 
weeks’ work in a given year, based upon the standard 
work week at the plant where the man is employed. 


This really is the essence of our guarantee, but since no 
company exists in vacuum and its progress is dependent upon 
factors quite often beyond its control (such as the supply 
of raw materials in the present instance), it is necessary that 
there be flexibility in such a guarantee as this. Otherwise, 
the Company would be putting itself into the uncomfortable 
and ethically questionable position of promising more than 
it could reasonably deliver. Into our guarantee, therefore, 
are written what we feel are sensible safeguards for flexi- 
bility: 

The management retains the right to redetermine from 
time to time the number of hours which will constitute the 
standard work week. 

The directors retain the power, without changing the 
established hour week, to guarantee only up to 75% of 
the established work week. 


(I might say that this 75% reduction was invoked only 
once. During the dark days of the early 30’s for a short 
time it was applied to three plants. It is interesting testi- 
mony to the soundness of our general thinking back of the 
plan, however, to be able to point out that by the end of 
that year all employees, despite this temporary reduction, 


had worked their full 48 weeks.) 


During the war and during all this period of critical 
shortage of raw materials, we have still been able to keep 
the guarantee in effect. We feel, then, that it has had, in 
the 23 years of its operation, about all the different kinds 
of tests in the way of varied economic conditions that could 
have been dreamed of, and then some. 

But piease keep in mind what I said before, and it, I feel, 
should be emphasized again: we guarantee 48 weeks of em- 
ployment per year—we do not guarantee a fixed annual 
wage. Ours is a plan of guaranteed jobs—not of fixed pay. 
This point is clarified in our guarantee itself, by a provision 
which says that we agree to compensate the employee “in 
accordance with the wage rate which prevails for the work 
to which he has been transferred,” when a transfer is 
necessary. 

In line with the title of the topic assigned me, I think a 
quick review is called for, to answer the question: “What 
have been the results of stabilized employment to Procter 
& Gamble?” 

Manifestly, the first record to be looked at is the most 
practical aspect: what about layoffs? I will give you the 
number of separations due to layoffs by years, beginning two 
years before we commenced stabilized selling, which in turn 
preceded Guaranteed Employment by two years. These are 
figures for our Ivorydale plant: 

1919—1250 separations due to layoffs 

1920—1116 

1921—(first year of stabilized selling) 430 

1922—224 
1923—(first year of guaranteed employment) 106 
1924—(and thereafter )—no permanent employees laid off. 





While I am discussing layoffs, I should like to point out 
this fact: The normal turnover, due to resignations, retire- 
ments, deaths, and the two-year probation period, results in 
our having to guarantee about 70% of our full force a job. 
Actually, however, over the years we have been able to give 
practically all others who were employed and who were sat- 
isfactory, a steady job as well. Our people are “level- 
production” minded. 


Then there is another practical question: what about the 
financial cost to the Company? Here we have not the least 
pleasant aspect of the plan: the fact that it has, without 
doubt, been a profitable move. Take plant capacity. Our 
plants, assuming peacetime operation, have 105% capacity 
as against probable sales. Under the old method of oper- 
ating, we had to have 140% capacity built up to take care 
of the peaks. And like all other factories shut down, they 
were pretty gloomy-looking places during the valleys of sales. 
Since 1923, therefore, by building to 105% capacity, we have 
added an average of a plant every third year; and yet you 
can see that we have saved many millions of dollars in plant 
investment by gearing to produce evenly, as against the old 
up-and-down, peak-and-valley rate of production. 

Then there are savings in buying of materials and sup- 
plies. It hardly seems necessary to point out that supplier 
of containers, cartons, cans, labels, or one of many other 
materials is usually delighted to have us promise to take a 
certain fixed production of his goods off his hands per week 
or per month, as against the old in-and-out type of buying. 
Here, you see, is how Guaranteed Employment applied in 
one company starts to contribute to stabilized employment 
in other companies. There are, without doubt, a number of 
important organizations throughout the country which have 
been operating on a more stable, level production schedule, 
with more assurance of regular employment of their people, 
as a result of the Procter & Gamble plan and of its effect 
on level rate of use of materials they produce for our 
Company. 

Then there is undoubtedly considerable money saved as 
a result of Guaranteed Employment by having a steady 
working force, with a minimum of training needed to work 
new people into the job. The up-and-down type of produc- 
tion, the uncertain schedule with changes due to peaks and 
valleys in the sales curve, naturally brings with it the cost 
of additional replacement and training of personnel each 
time there is a new wave of production. That costs money. 

These are, you might say, a few of the dollars and cents 
savings. Over against them, of course, we must put the 
important dollars and cents costs, once the plan was rolling. 
We have a considerably larger sales force, but the increased 
and more thorough control over the distribution, store dis- 
play and dealer promotion of our goods would justify a 
sales force of that size even though we were not operating 
under Guaranteed Employment. As for the increased pro- 
duction payroll, our President, R. R. Deupree, in a talk on 
this subject before the American Management Association, 
said that we have paid out no more than 3% of our annual 
payroll in any one year to maintain the plan; and that that 
was an exceptional year. 

We have had to provide additional storage facilities for 
our goods at plants to take care of the times when the 
dealers couldn’t or wouldn’t buy normally; but the total 
cost of these, over and above regular storage facilities which 
the business would have had under the old plan, is many 
times canceled out by the saving in outlay for total plant 
facilities I referred to before. 


Then there is the item of capital tied up in finished goods 
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stored during these times. We have never had this amount 
to any crippling figure, because, as I said before, after sev- 
eral months dealers start to buy more normally instead of 
meagerly ; for—remember—household consumption has been 
going on all the while dealers have been cutting back on 
orders. 


Now, after these financial gains, we ought to point out 
the gains to us and to the consumer in the maintenance of 
quality standards in products. It is perfectly apparent to 
all of you, I am sure, that by running a plant at an even 
rate with minimum fluctuations, you can turn out better 
goods, more uniform goods, more dependable merchandise 
that will please your customers better and improve their loy- 
alty toward your brands. It is not possible, of course, to 
put a dollars and cents figure on this plus-factor of main- 
tenance of quality standards, but we think it is very great. 
We see evidence of it cropping up constantly in our day- 
to-day production work. And it shows up, we believe, in 
the most valuable way—in terms of consumer acceptance of 
the goods. 


Over and above all of these financial and economic gains, 
however, in our own minds we place the gain to the em- 
ployee, because this is a plain of Guaranteed Employment. 
In evaluating this kind of benefit, we, of course, are up 
against the problem that so many of the returns, although 
very important, are quite intangible. Guaranteed Employ- 
ment—or any other plan of stabilized employment we know 
about, for that matter—is no sure pill to cure all ills of a 
war-upset industrial economy. But it can and does contri- 
bute notably to the solution of one of the most constantly 
recurring and most disrupting of those ills; for we know 
that opinion surveys among factory workers in all kinds of 
industries show that job security stands high on a list of 
workers’ “wanted advantages.” As has been reported by 
Elmer Roper in the American Mercury, February, 1944, 
steady employment is a paramount consideration to ten times 
as many workers as is high pay; and it is important to 
twenty-five times as many as are short hours. 

It is easy to understand why this is so. With steady em- 
ployment a man can plan his life, plan to buy a home, figure 
out how and where he will educate his children, plan vaca- 
tions, look forward to retiring in his later years on some- 
thing more than a government allowance—do many things 
he could not possibly do if he were constantly faced with 
the fear and the risk of losing his job or of being laid off 
next week. It was because Mr. Procter felt that our people 
should be in a position to count on these things that he gave 
serious study to the problem, and finally put the Guaran- 
teed Employment plan into effect at Procter & Gamble 
factories. His point of view toward the problem is one which 
I believe is the crux of the situation: if the management 
sincerely and deeply feels that there is something which 
should be done about it, then the problem will be given 
study—as it should be—from the viewpoint of the em- 
ployees’ needs as well as of the companies’ limitations. 


In saying this, please let me emphasize what our people 
have said many times: that we are not taking the position 
that every organization or any particular organization can 
guarantee employment. In fact, we feel that some types 
of businesses are so dependent for their sales volume on the 
ebb and flow of orders from outside organizations, who buy 
on a feast-and-famine basis, that we do not see how much 
of a guarantee of employment could be put into effect 
by them. 

What we do believe, however, is that any business which 
produces goods which are consumed more or less evenly 
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through the year—not sold, but consumed evenly—should 
take a careful look at the possibilities of planned stabilized 
employment. We believe it should from a standpoint of its 
employee-benefits, of course. We believe it should from a 
cold dollars and cents standpoint, considering economic 
benefits, such as plant investment savings, lowered costs to 
sell lowered production costs, and improved quality. We 
feel that it should look at planned stabilized employment, 
however, even more thoughtfully because the installation of 
such a plan will contribute in an important way to the 
stabilization of our country’s general economy. Such a step, 
if applied progressively in a plant here and a plant there, 
will gradually spread a greater degree of stability to the 
employment of other organizations not yet able to apply a 
company stabilization plan. 

Guaranteed Employment should, I feel, particularly ap- 
peal to the head of a business that sells staples which depend 
heavily on advertised good will—for the pull of consumers 
wanting the goods week after week is the greatest possible 
assurance to stable consumption, and that is the finest basis 
for stabilized employment. What is more, a very large share 
of such advertised consumer products are consumed at a 
level rate month after month. If ever there were a prime 
social justification for continuous, effective advertising on 
consumer products, it is here—that it contributes notably to 
insuring greater week-after-week job security. 

There is one other point which we believe deserves the 
consideration of businesses studying this problem. That is 
the degree or extent to which such a plan can and should 
be applied in a given organization. The average man think- 
ing about the subject in a general way immediately con- 
ceives “52 weeks of guaranteed jobs or wages for everybody 
in the plant.” It is neither wise nor possible, nor is it good 
business, to consider a sound stabilization plan so super- 
ficially. The greatest danger to the whole idea of stabilized 
employment would come through manufacturers, right and 
left, putting into effect plans that in percentage of employees, 
in length of time guaranteed, or in any other way went 
beyond the bounds of a prudent business promise which the 
manufacturer in good times or bad expected to keep. I have 
told you how in our own plan we put up safeguards with 
that viewpoint in mind: that we would not be making a 
promise which we could not keep, even under the most 
extreme circumstances. 

With this understanding as to point of view, then, our 
feeling is that the manufacturer who makes goods which are 
consumed at all evenly owes it to himself and his business 
to study Guaranteed Employment, to see if he can apply the 
principle, or some other kind of employment stabilization 
plan, even to a small extent; in his business. For example, 
a manufacturer who does not feel confident that he can 
guarantee 48 weeks, as we do, can possibly feel safe with 
a 26-weeks’ guarantee, or in other ways set up safeguards 
which he feels will bring his plan within his reasonable, 
foreseeable horizon. If, after this study, he decides to in- 
augurate some plan, then after some experience with one— 
and some cut-and-try work—he, like we, will be able to 
see what the plan is costing him, on the one hand, and what 
it is saving him, on the other—and he can balance risks 
against benefits. 

Over on the benefits side, I venture to predict that if he 
really puts his mind to this problem and works with it, he 
will gain a new, inspiring conception of the real possibilities 
to him and to his people of “Stabilized Employment in 
Action.” 
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